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“ational POST-TRONIC machines save us 60% annually 


on our net investment.” —THE FIRST NATIONAL BANK OF BIRMINGHAM, Birmingham, Ala. 
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THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 
1,039 OFFICES IN 121 COUNTRIES ...75 YEARS OF HELPING BUSINESS SAVE MONEY 
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GENERAL BUSINESS A MADE-TO-ORDER YULE FOR STORES. Last-minute rush probably pulled 





total retail sales above 1957's record $200-billion.............ee cece ee eeees 11 
Page HOW U. S. DEFENSES STACK UP WITH RUSSIA’S. With cold war 
Se ae TF continuing into the new year, the U.S. still has a slim edge...............+-- 12 
WASHINGTON OUTLOOK 25 
INTERNATIONAL OUTLOOK 43 
PERSONAL BUSINESS 61 STEEL LOOKS FOR A GOOD YEAR, BUT A STRIKE. itis trying to stir 
THE TREND 68 interest among customers to order enough now to tide them through a shutdown. 
FIGURES OF THE WEEK 2 Otherwise, the industry will be in a weak bargaining position next summer...... 14 
READERS REPORT 5 


N. Y. PAPERS PICK UP THE PIECES after the 19-day newspaper strike and 


publishers wonder whether there will be any lasting effects.............-..--. 16 


EUROPE UNLEASHES ITS CURRENCIES. The coming of greater converti- 


bility makes it easier to do business—and attests to the success of postwar recovery. 17 


EXPRESS STOP? Now that the Central is pulling out of Railway Express, the 
whole fulure GF tee Gibney te in doubt. 2.5... cp vcccienessrsscevisesveces 18 


VENEZUELA HITS U.S. OILMEN. New tax formula, rushed through at the 
end of 1958, but applying to 1958 profits, breaks the old 50-50 split of oil earnings 18 


PROFITS APLENTY AWAITING IN ‘59. The only question seems to be 


how much more abundant the gravy will be................ ce cee ewww eee 19 


ANTITRUSTERS HEFT A NEW WEAPON AGAINST MERGERS. Lawyers 


who have studied the Bethlehem-Youngstown decision say it is going to be a power- 
ful brake on all mergers of competing companies................00 eee eeeee 20 


IN BUSINESS. News about Council’s criticism of Social Security investments, 
cut in mail order prices, unmerry yule in Florida, gift return gimmick.......... 22 


SPECIAL REPORT U.S. INDUSTRY MIGRATES ABROAD TO TAP MARKETS OF THE 


WORLD. Overseas operations of U.S. companies bring $30-billion a year in 
sales today, and they'll likely double in the next decade................45. 28 
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ECONOMICS: Economists Raise Their Sights for New Year. Yearend convention sees GNP topping 
expectations of even two months ago, but adds some cautions................ 46 


LABOR: In Labor. News about alcoholic workers, shoe union blast at manufacturers, 
economic policy, leave of absence, Kohler strike... ........... 0.0 eee eee eee 57 


URW War At Top. Ouster of three backers of Pres. Buckmaster seen as the work of 
Vice-Pres. Childs. Union faces tough bargaining with rubber companies in April.. 58 


MANAGEMENT: In Management. News about Matson’s tax problems, prospective Harvard MBA‘s, 
proxy fights in 1958, GE’s savings plan, new chairman at General Mills........ 56 


MARKETING: Appliance Sales: Will They Change Direction This Year? Industry sees good chance 
of an upturn, but there are many problems to overcome..............2000005: 64 


THE MARKETS: In the Markets. News about coming Treasury issue of $2-billion, new offerings of 
commor, stock, more stock splits, the new transfer tax, yearend stock boom...... 51 


PRODUCTION: In Production. News about pushbutton telephone, low-priced helicopter, combined 
data recording and production control system, conversion of sea woter.......... 


RESEARCH: Space, Medicine Hold Stage For Scientists. AAAS conclave gazes on bright hori- 
zons, awesome perils. The consensus: Now is the time to take stock............ 
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1946 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart)... . . 91.6 135.0 138.3 149.2 *148.1 
PRODUCTION 
Sf nr ee Se 1,281 1,501 1,985 +1,840 2,045 
Se GEE WIR co oc odin oc ccebesesusccnctoe ceeeibers<teeee 62,880 96,254 153,187 157,275 127,153 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $17,083 $42,039 $58,612 $61,447 $63,019 
Electric power (millions of kilowatt-hours).............ceseeeeeeeeeees 4,238 11,218 12,274 13,534 12,379 
Crude oil and condensate (daily av., thous. of bbis.)..............-.000-- 4,751 6,940 6,983 7,094 7,128 
Eeenses Sued Gay GV. CROUS. GF BORE). occ c cc ccscccedesepemeccccecs 1,745 1,602 1,488 +1,504 1483 
PINNED WIND ove ce cedkvecesseutcetasne use wanes «scent 167,269 213,154 286,263 295,919 N.A. 
TRADE 
Carloadings: mfrs., miscellaneous and I.c.1. (daily av., thous. of cars)........ 82 56 61 57 55 
Carloadings: all others (daily av., thous. of cars).........ceeeeeeeeeeees 53 42 43 41 40 
Department store sales index (1947-49 — 100, not seasonally adjusted)..... 90 294 169 293 304 
Business failures (Dun & Bradstreet, number)...............eeeeeeeeees 22 166 244 251 185 
PRICES 
Spot commodities, daily index (Moody’s, Dec. 31, 1931 = 100).. ......... 311.9 393.7 394.2 392.3 390.4 
Industrial raw materials, daily index (BLS, 1947-49 — -100)............... tt73.2 83.9 90.8 89.5 N.A. 
Foodstuffs, daily index (BLS, 1947-49 = 100)............. cece cee eee tt75.4 85.2 83.2 81.7 N.A. 
ee MA ds, sc eincee + duende sueseeedeecee’ 17.5¢ 17.8¢ 18.2¢ 18.2¢ N.A. 
Finished steel, index (BLS, 1947-49 — 100)............. cece cee ececees tt76.4 181.7 186.9 186.9 186.9 
Uy See Ge Cr FR, GOI oon ok ccc cecciecswvececcossececees $20.27 $32.83 $40.50 $39.83 $39.83 
Copper (electrolytic, delivered price, E & MJ, Ib.)........ cece eee ee ee eee 14.045¢ 26.894¢ 28.994¢  28.990¢ N.A. 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)............... $1.97 $2.18 $2.03 $1.99 $2.00 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.)........... **30.56¢ 34.89¢ 34.60¢ 34.36¢ 34.34¢ 
Se We PUNE, Wn +e tekdowdhcouees6Re Seabouneee Babe scecdceaen $1.51 $1.85 $1.65 $1.64 $1.64 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10)............... 17.08 39.82 52.54 53.89 51.54 
Medium grade corporate bond yield (Baa issues, Moody’s)...............- 3.05% 4.91% 4.86% 4.85% 4.87% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)........ %-1% 3% % 3% % 3% % 33%%% 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks...............++00- +t45,820 56,169 57,256 59,450 N.A. 
Total loans and investments, reporting member banks................+.- tt71,916 88,487 95,215 95,882 N.A. 
Commercial and agricultural loans, reporting member banks.............. tt9,299 32,288 30,586 31,181 N.A. 
U. S. gov't guranteed obligations held, reporting member banks.......... tt49,879 26,087 32,490 31,901 N.A. 
Total federah  wve credit outstanding. .................esccceceees 23,888 26,687 27,399 28,311 28,899 


* Preliminary, week ended December 27, 1958. 1 Estimat 


i 8 Date for ‘Latest Week’ on each series om request. 
* Revised. 
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Rubber builds a 
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rock pile 


to hold back a river 


Problem: Millions of tons of gravel 
and clay will be carried two miles down 
that mountainside to build one of the 
world’s largest earth-fill dams. Because 
of the heavy loads, only short lengths 
of ordinary conveyor belts could be 
used. But every extra transfer point 
where one belt dumps onto another 
adds to costs. They needed a belt 
strong enough to carry this ‘‘fill” from 
mountain top to the dam in just a few 
long hops. 

What was done: Engineers recom- 





B. F. Goodrich improvements in rubber brought extra savings 


mended that the gravel and clay be 
catried by a series of only nine B.F. 
Goodrich Nyfil conveyor belts—one 
of them nearly a mile long. In this 
belt, nylon is used as cross threads in 
the fabric to give extra flexibility and 
decrease weight. Belts made with Nyfil 
fabrics have greater impact resistance, 
can carry heavier loads farther than 
belts made with ordinary fabrics. Yet 
these stronger, longer-lasting belts cost 
no more, 


Savings: On this construction job, the 


number of transfer points was reduc 
almost to half by using B.F.Go« 
Nyfil belts. This means big cuts in 
struction, operation and maintena: 
costs. Almost 3000 tons per hour 
carried by the nine B.F.Goodrich bel 


Where to buy: Your B.F.Goodri 
distributor has full information o1 
conveyor belts described here. And 

a factory-trained specialist in rubbe 
products, he cam answer your ques 
tions about a// the rubber product 
B.F.Goodrich makes for industry 
B.F.Goodrich Industrial Product ( 
Department M-502, Akron 18, Ob: 


BE Goodrich industrial rubber products 








Ryder Truck Rental 

enables modern management to 
achieve uninterrupted trucking 
operations. Renting Fords or 
other dependable trucks from 
Ryder lets you budget trans- 
portation costs in advance, re- 
lease vital working capital, keep 
executive talent free of truck- 
management problems. Ryder’s 
transportation engineers can 
show you how! 
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RYDER SYSTEM, INC. me 


GENERAL OFFICES: ENGLE BUILDING, P.O. BOX 33-816, MIAMI, FLORIDA 


Ryder System, a fast-growing publicly-owned company, also operates 
modern truck lines in 20 Eastern and Southern states. Write today for 
information on Ryder System or for brochure,“‘How Modern Management 
Can Profit from Truck Leasing.” 
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“Key Ideas” 


Dear Sir: 

I read with interest your article 
The Gentle Art of Simulation 
[BW—Nov.29’58,p73], and want to 
congratulate you on presenting the 
key ideas and issues in so entertain- 
ing and readable a manner. 

FREDERICK T. Moort 
THE RAND CORP. 
WASHINGTON, D. C. 


Dear Sir: 

Have just seen picture story The 
Boss Proves He Can Sell [BW 
Dec.6’58,p48] on our national 
sales conference. Congratulations 
on excellent job of reporting which 
does direct credit to direct selling 
industry. 

Ep HAVERSTOCK 


' PRESIDENT 


AIRWAY BRANCHES, INC. 
TOLEDO, OHIO 


Wrong Designer 


Dear Sir: 

In Personal Business [BW—Nov 
29°58,p121] in’ the fourth para- 
graph on Ponte Vedra you stated 
that the golf course was designed 
by Bobby Jones. . . . it was designed 
and laid out by Herbert Strong and 
in the last few years has been re 
vamped by Trent Jones. Bobby 
Jones has played the course and | 
have had the pleasure of playing 
with him... . 

STOCKTON ROGERS 
MANAGER, THE INNLET 
PONTE VEDRA BEACH, FLA. 


Value of Retirement 


Dear Sir: 

When to Quit [BW—Dec.6’58, 
p132] raises the usual points about 
mandatory retirement. However, 
research on this subject should in- 
clude not only the value of the 
elderly to business, but the value 
of retirement to the elderly, ex- 
amining such questions as these: 

(1) Do those with the means to 
retire have an obligation to con- 
tinue working, if able? . . 

(2) In this society of plenty 

should we permit hedonism 
in those who prefer self-develop- 
ment in arts or sciences, and in 
physical well-being, and in appre- 
ciation of natural beauty to human 
sacrifice on the altars of entertain- 
ment, ostentation, and obsoles- 
cence? 
P. S. BARROWS 
DEL MAR, CALIF. 
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Constant Users of Allied’s Book Matches 


JERRY GAGE, Allied Structural Steel Companies’ Advertising Manager, 
_ tells how book match advertising sparks steel sales: 

“A recent survey proved that our direct mail book match 
program gets a warm welcome. 9 out of 10 respondents, 
prime prospects who receive our monthly match book 
mailing, stated they regularly used our matches and asked 
to be kept on the mailing list. 61% even take them home— 
so we know we get real penetration with our message. 


“Our match book program repeats our advertising over 
and over again to the pinpointed group of architects, con- 
tractors and top executives of large corporations who can 
specify our products—at low cost.” 





Surveys prove book match advertising delivers more readers 
per dollar than any other advertising medium. Your adver- 
tising always has “‘cover’’ position on book matches... 
your message is exposed to prospects 20 or 30 times per 
book. Book matches are invaluable for new product promo- 
tions, building company prestige, brand name and package 
recognition, salesmen’s aids, reaching hard-to-see prospects. 
“Diamensionized”’ book match advertising gives your sales 
message new 3-dimensional power, new magnitude and 
new penetration. Diamond “‘Counselors” are professionally 
trained to analyze your sales problems and suggest 
“‘Diamensionized”’ solutions. 


For a folder describing modern ‘‘Diamensionized’”’ 
book match advertising, write on your business letterhead to 


Book Match Advertising Dept. 
DIAMOND MATCH Division of Diamond Gardner Corp. 
125-A Paridon St., Springfield, Mass. 
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BUSINESS OUTLOOK 





BUSINESS WEEK 
JAN. 3, 1959 


A BUSINESS WEEK 


SERVICE 


We’ve just been through the open season on predictions, and you’ve 
doubtless noticed that most businessmen take a conservative stand. 


Almost everyone is hopeful, but not very many go overboard. 


That’s all to the good. A surge of optimism that leads to a too-rapid 
inventory buildup is the greatest danger a budding boom faces. 


Rising personal income and bright prospects for consumer demand pro- 
vide a firm underpinning for a steady rise in business. 


Yet 1959 is going to have both production and pricing problems. 


Many observers already take a steel strike for granted. And, strikes or 
no strikes, the wage-cost-price pressures will be pronounced. 


Union bargaining attitudes always stiffen as recovery follows recession. 
We need think back no farther than the 1955 aftermath of 1954’s relatively 
mild “round” of wage settlements. 


What John L. Lewis late last year got for the coal miners may not set a 
pattern, but it will make contract talks tougher (BW—Dec.13’58,p24). 


Bear in mind the competition for world markets when you think of 1959 
wage negotiations and their price potentials. 


American manufacturers, more and more, find that they are being 
priced out of home markets as well as losing sales abroad. 


Foreign competition, to be sure, affects only scattered products and 
industries up to now. Yet it joins with the anti-inflation drive (and straight 
political pressures) to restrain 1959 price increases. 


That sets a new and different backdrop for 1959’s wage talks. 


Heretofore, it has generally been assumed that added costs could be 
passed along. This year, it looks less easy. Stockholders, at the same time, 
expect management to preserve profit margins. 


Price and production problems aside, the outlook for the next several 
weeks and even months holds a great deal of promise. Take, for example, the 
situation as it is shaping up in two key industries. 

¢ Steel will hit a new high for the recovery this week or next— after 
holding about steady throughout the fourth quarter of 1958. 


¢ Autos won’t make it this week, but next week they certainly should 
push to the highest rate since the 1959 models were introduced. 


Steel output this week is scheduled for 2,045,000 tons. This would be 
the best in over a year—though by no great margin. 


And, even if holiday disruptions prevent the current week setting a 
recovery top, this will only be a delay. Beyond that, January should be a 
9-million-ton month—the first that good since October 1957. 








BUSINESS OUTLOOK (continued 
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Estimates of this year’s steel output center on 110-million tons (against 
86-million in 1958) though a final outturn of 115-million seems altogether 
possible (page 14). 

The final quarter of 1958 was by far the best of the year, winding up 
with output of just over 26-million tons. Obviously it would take a gain of 
only 10% above that, on the average, to yield 115-million tons for 1959. 
Inventory building alone could very nearly do the trick. 


Auto schedules were thrown out of kilter by the Christmas and New 
Year holidays, of course. But with those behind us and the Chrysler strike 
settled, 150,000 or more cars should roll off the lines next week. 


All through 1957 and 1958, only one week went that high. 


Weekly production of 150,000 automobiles would be at an annual rate 
above 744-million. If that sounds spectacular, remember the industry’s 
peak week in March of 1955 topped a 9-million rate. 


Here’s a new estimate, from George P. Hitchings, Ford Motor economist, 
on actual retail deliveries of new cars in 1959: 


He puts the total of 6-million against 4.6-million in 1958. 


At first glance, that looks higher than the 514-million you’ve been hear- 
ing. It isn’t much of a boost, though; the 5142-million estimates have been 
exclusive of imports, but this 6-million includes them. 


How many imported cars will be sold this year? Will there be as many 
—or more—t’an the 360,000-odd registered in 1958? 


They still have economy and parking ease to recommend them. But 
some of the novelty appeal certainly is gone from the foreign cars. And 
the Rambler and the Lark are giving them sterner competition. 


But, in the last analysis, it depends on the Big Three and their new 
“small” cars. If they come out before the 1960 model year—or if the 
rumors get thick by summer—then other small-car sales will slump. 


Occasionally you find a dissenter who feels the 1959 outlook isn’t all it 
is cracked up to be. And here’s one, a long-headed financial man, who ex- 
presses an off-the-record opinion that things look too fizzy: 


“There hasn’t been any slowdown in the recovery; more than anything, 
it shows signs of getting out of hand.” 


Implicitly, that could set prices boiling. This, in turn, presumably would 
bring more credit tightening and, before too long, a setback. 


Worriers can be found, too, who feel an unreality about Wall Street. 


They’re concerned not alone about very high valuations that are being 
placed on present and prospective earnings. They might even be able to 
pass over the fast-and-loose play in the low-priced issues. 


But they’re scared by the wide swings in stock prices. And they deplore 
the fascination with stock splits. 


Contents copyrighted under the general copyright on the Jan. 3, 1959, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Why a new Royal turns out more and better work than the time-worn machines you're now using. 





Finger-balanced touch... the Finger-form keys are double- No-smudge ribbon change No-skip space bar slopes to 


only standard with touch molded to cushion fingers com- ...She can put ina fresh Twin- fit her thumbs comfortably. It 
tailored to each finger—closest fortably—shaped to keep fingers Pak® in 9 seconds. Her fingers positively will not bounce— 
approach to electric touch in all from slipping off—assuring never need touch the ribbon. even if she could type as fast a 
standard typing. speed and accuracy. No winding—ever. 160 words per minute. 





nowned for speed. 


None of them... 





if her typewriter is : 
e more than 5 years old. Line Meter tells her how mar y 


~ typewritten lines to the end o 
the page so she’!| leave room for 
your signature. So simple, yet 


MORAL: Cut costs... get the boss to trade in old you'll find it only on a Royal. 
slow-poke typewriters on new Royal Standards. 





How many of these Royal r 
@ advancements does your Snap-out liner aks 0 
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Lightning carriage return 
whips back at a touch via th« 
positive-action line space lever 
No slamming needed—and it’ 

blessedly quiet. 
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Five cheerful colors in pleas- 
ant two-tones give a lift to your 
office, blend with your décor 
You choose—and you pay not 
a cent extra. 





® 
CYA sta ndard Product of Royal McBee Corporation, World's Largest Manufacturer of Typewriters 


THERE ARE MORE ROYAL TYPEWRITERS IN OFFICE USE THAN ANY OTHER KIND. 














“How about that? He called Long Distance 


just to thank us for our 1958 business!” 


This is a business-building idea. “We just thanked them for their business,”’ 
; ; says any. “‘ »y were delighted.”’ 
It pays off—in good customer relations and says the company. “And they were delig a 
in sales. For example, Northwestern Steel & Little gestures can make big impressions. 
Wire Company, of Sterling, Illinois, called its Isn’t it a good idea to call your customers? 
out-of-town customers a year ago. Why not do it today! 
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LONG DISTANCE PAYS OFF. USE IT NOW...FOR ALL IT’S WORTH! 
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A Made-to-Order Yule for Stores 


@ A spectacular last-minute buying rush did the trick 


for the nation’s merchants. 


@ Record sales will offset the year’s early setbacks, 
pull total retail sales above 1957’s record $200-billion. 


@ Best of all, the final onslaught stripped the shelves, 
leaving little worry about inventory carryover. 


Christmas brought exactly what the 
country’s merchants ordered—record 
sales that will almost certainly pull total 
retail sales for 1958 above the $200- 
billion peak set in 1957 (BW —Dec. 
20°58,p17). 

Another late buying rush in the final 
few days before Christmas—plus an 
extra shopping day in the Christmas 
week—apparently did the trick and then 
some. 

Atlanta’ merchants described the 
Tuesday and Wednesday before Dec. 
25 as “astoundingly good.” Houston 
storemen agree: “It was nip and tuck 
until the last week. We won't make 
any bones about that. The last week 
made the difference.” 
¢ Over the Top—As it turns out, per- 
centage gains around the country range 
from 1% and 2% to as much as 15% 
for an Atlanta men’s and women’s 
specialty store. A spokesman for Fed- 
erated Department Stores, the nation’s 
biggest department store group, states: 
“We think we comfortably beat our 
prediction of a 2% increase for the in- 
dustry over 1957. It was another 
record.” 

Federal Reserve Board figures for 
department store sales for the week 
ending Dec. 20 were ahead of the year 
ago week by 3.4%. 

There was added spice to the retail- 
er’s Christmas cheer, too. Instead of 
heading into an almost certain decline 
in the first quarter, as was the case at 
the start of 1958, merchants think the 
coming weeks will maintain the year-to- 
year gains. 
¢ Everybody's Happy—susInEss WEEK 
reporters from coast-to-coast this week 
asked merchants to sum up (1) the 
Yule buying period; (2) the 12-month 
figures; and (3) the outlook for 1959. 
There was hardly a minus sign to be 
found. 

In San Francisco, you couldn’t see 
a single long face in the bunch among 


merchants. Buying in Pittsburgh, which 
got off to a late start after a poor No- 
vember, wound up showing increases of 
up to 5% and 6%. 

St. Louis department stores are glow- 
ing with satisfaction, despite some in- 
dustrial strikes. The manager of Sears, 
Roebuck’s division there says: “We had 
to ring the closing bells twice to get 
customers out of some of our stores 
Christmas eve. December sales were 
10% ahead of last year.”” Famous Barr, 
biggest St. Louis retailer, says simply: 
‘The biggest Christmas in our history.” 
¢ Few Gripes—Even in recession-hit 
Detroit and newspaperless New York 
City, retailers aren’t at all unhappy. 
Auto city merchants, where Chrysler's 
plants were on strike right up to the 
final Monday, were able to say early 
this week that sales nearly caught up 
with last year’s. New York storemen 
complain only about two things: (1) 
the inability to push special promotional 
items because of the lack of advertising 
space; (2) a sharp fall-off in mail order 
and phone business. Even so, the big- 
volume merchants say that sales were 
at record levels for the season and the 
year as a whole. 

Milwaukee is a capital goods manu- 
facturing city which has yet to bounce 
back as much as other areas; yet its mer- 
chants, too, found their stockings full. 
Shoppers turned out en masse the final 
few days and Dec. 26 was reported to 
be the biggest post-Christmas day Mil- 
waukee stores ever had. 

Los Angeles’ Security First National 
Bank backed up the cheering retailers’ 
reports with figures that showed Decem- 
ber gains for department stores through- 
out the area of 6%—far better than any 
thought possible. 

In Portland, Ore., the only doubts 
that merchants had was how much big- 
ger this Christmas was than last year’s 
record. The estimates ran from 3% to 
10%. 


Chicago’s Assn. of Commerce & In 
ustry estimates retail Christmas trace 
at an all-time high of $261-million 

2.7% ahead of 1957. 

One Boston merchant chalked up 
record sales day on Dec. 20 and others 
report record buying in that city. A 
dissenting voice comes from a big 
downtown-suburban operation: “Christ 
mas was not quite good enough.” 

But Philadelphia stores could on 
complain that, instead of an 8%-10 
increase in seasonal sales, they will onl 
top a year ago by 7% to 8%. That 
percentage gain is matched by Denver 
merchants, who expect total 1958 sal 
to be 5% ahead of 1957—and with 
every likelihood of continuing gain 
into the new year. 

e Shelves Are Bare—Other merchant 
checked by Business week have th 
same sanguine attitude about the com 
ing year as these Denverites. Cleveland 
where a last-minute rush pushed som 
stores’ volume unexpectedly far aliead 


of 1957, is now expecting a good 
1959, with inventories in excellent 
shape 


In fact, the final rush left most oth« 
merchants in the country with littl 
or no worry about inventory carryover 
This means that continuing good busi 
ness in 1959 will be reflected directh 
in manufacturers’ orders. Some store 
admit they underbought and ran out 
of hot-selling items. 

“We are in the worst shape on 
inventories that we have been in 15 
months,” says a Philadelphia discount 
house. “We have nothing but cash, 
and we’ll have to restock quickly. Our 
buyers are out right now.” 

A Houston chain catering to low and 
middle-income groups reports a 40' 
sales gain, had its buyers ordering earl) 
in December but still didn’t get enough 
merchandise. Its buyers will hit the 
road Jan. 4, and until then the company 
will fill in with staple merchandis« 
such as pajamas and belts from local 
wholesalers. 

A hard-boiled department store pro 
motion manager accuses fellow stores 
of underbuying: “All the most desirable 
items wefe completely sold out, many 
of them well before Christmas.” 

Already there are the usual batch of 
post-season white sales and special pro- 
motions. But there won't be the ur 
gency behind them that comes from 
full and overflowing shelves. 
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COMMAND POST in Omaha is heart of Strategic Air Command, whose: bombers form 





backbone of U.S. might. Some observers urge 


How U.S. Defenses Stack Up With 


With cold war continuing into 
the new year, the U.S. still has 
a slim edge in retaliatory power 
—but lags in some fields. 


In the year just ended, the United 
States went to the brink of a shooting 
war twice, in Lebanon and in the For- 
_mosa Strait. A similar brink looms for 
the new year in Berlin. 

As the cold war goes on, the U.S. 
and the Soviet Union are engaged in 
grim competition to make even more 
powerful their fighting machines—al- 
ready the mightiest in world history. 

Ihe U.S. has created a gigantic nu- 
clear striking force that could pulverize 
as many as 250 key targets behind the 
Iron Curtain within eight hours. This 
deterrent force is strong enough to make 
any Russian attack suicidal for them. 
¢ Main Line of Defense—Its backbone 
is the Strategic Air Command (picture), 
which has more than 2,600 manned 
bombers—virtually all jet-powered—sta- 
tioned in the U.S. and overseas. About 
250 are always on 24-hour readiness 
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alert. It’s augmented by more than 
1,000 attack planes based on carriers 
that constantly prowl the world’s sea- 
ways and by fighter-bombers poised close 
to Soviet borders. 

It also includes the 500-mile Regulus 
I naval missile aboard submarines and 
surface vessels at sea, the Air Force’s 
Matador and Army Redstone tactical 
missiles close to Iron Curtain targets. 
More advanced missiles—notably the 
Polaris IRBM to be based on atomic- 
powered submarines—will shortly bolster 
these forces. 

Each ican deliver nuclear destruction. 
Together, the weapons make up an 
awesome retaliatory military force 
aimed to deter Soviet aggression. 

The Russians have a comparable 
deterrent force of bombers and mis- 
siles. So there’s a nuclear standoff 
between the two countries. 

e U.S. Edge—Right now, the U.S. 
retaliatory force is stronger. The Sput- 
niks, however, dramatically demon- 
strated a vital Russian lead in long- 
range missile development. To a large 
extent, the Air Force’s use of an Atlas 
to launch a satellite showed that the 


U.S. is shortening the missile gap. 

While the Russians are vastly supe- 
rior in military land power, Washington 
believes the smaller U.S. ground forces 
-backed by powerful naval units—arc 
still capable of putting out local brush- 
fire wars in a hurrv. The U.S. did it in 
Lebanon with several infantry battal- 
ions—and again in the Formosa Strait 
with a task force. 

But in both instances, SAC’s nuclear 
force provided an awful backdrop—a 
warning to the Russians that thev can’t 
let a brush fire expand without exposing 
themselves to nuclear devastation of 
their homeland. 


l. Which Side Is Stronger? 


Short of the ultimate test on the 
battlefield, of course, there can be no 
hard and fast proof of the military 
superiority of one country over the 
other. Only rough evaluations can be 
made-—by sifting defense intelligence 
reports, by projecting future capabilities 
en the basis of current knowledge, by 
studying informed foreign opinion. 

In this country, there is a marked 
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more heed to arms for “limited” wars. 


h Russia's 


5 urge 


y divergence of views among the experts 
1 on how the U.S. stands against the 
" Russians. At one extreme, there’s the 
5 confident belief that the U.S. is clearly 
e ahead right now in over-all military 
. strength, and that the relative positions 
1 will continue into the next decade. 
- At the other extreme, there is con- 
t siderable expert opinion that if Russia 
is not already militarily superior to the 
I U.S., the balance of power is relent- 
a lessly shifting to Russia’s favor because 
t of serious lags in U.S. defense pre- 
paredness imposed by budget problems. 
f To a great extent, the differences in 


conviction are colored by political or 
professional bias. The Eisenhower Ad- 
ministration wants to vindicate its pol- 
icies and is thus optimistic on U.S. 
C defense. Similarly, experts outside the 
0 Administration—and even lower-echelon 
; technicians with the government—have 
a vested interest to view with alarm the 
way the U.S.-Russian race for military 
supremacy is shaping up. 
s | ¢ In Russia’s Favor . . . —An item-by- 
item rundown tends to make the 
Russian defenses look more imposing 
than the U.S.’ For one thing, thes 
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probably lead in more different areas 
of military endeavor. And where they 
lag behind the West, the lag is not so 
substantial as the U.S. in the Russian- 
dominated areas. 

Also in Russia’s favor is its ability to 

call the shots. U.S. strategic planning 
is essentially based on the assumption 
that Russia will make the first move, 
that U.S. forces would then follow 
through with retaliatory blows. So the 
Russians can pick the time and place. 
The U.S. must keep its retaliatory 
forces as dispersed and flexible as pos- 
sible so that it can survive the initial 
attack and counter with sufficient power 
to obliterate Russia's capacity for further 
war-making. 
e ... And in Ours—But when vou 
assemble the bits and pieces that make 
up this country’s defense posture, plac- 
ing the greatest value on strategic air- 
power, the U.S. shows up with the 
greater ability to deliver nuclear de- 
struction and, therefore, with the deci- 
sive edge in over-all military power. 
Here’s how it compares with Russia in 
various areas: 

Strategic airpower. The U.S. jet- 
powered Boeing B-52 bomber flies at 
least 5,000 miles without refueling at 
an altitude of more than nine miles and 
a speed of more than 600 mph. Another 
45-plane wing of B-52s is being set up, 
in addition to 11 wings of heavy 
bombers now on hand. SAC also has 
47 wings of the lower-flying Boeing 
B-47 medium-range bomber, which is 
dependent on overseas bases. 

Active life of both planes will be 
extended by the introduction of air- 
to-surface missiles such as North Amer- 
ican Aviation’s Hound Dog and _ the 
experimental but more impressive Bold 
Orion airborne IRBM. Another gen- 
eration of manned bombers is now in 
development—the supersonic Convair 
B-58 medium and North American’s 
supersonic B-70 heavy. But production 
of B-58 test models has been cut back, 
and the plane’s future is clouded 

During the late 1960s, the role of 
the manned bomber will diminish as 
solid-fueled ICBMs become available 
in quantity. But there will still be a 
need for piloted aircraft for special 
missions—“targets of opportunity,” the 
strategists call them, where the judg- 
ment of the human pilot will be 
essential. 

The Russians have fewer of the four- 
jet Bison bomber, comparable to the 
B-52 in design but less reliable in per- 
formance. But they haye the faster 
six-jet, delta-wing Bounder interconti- 
nental bomber coming into production, 
according to recent reports. They're 
also flying a prototype nuclear-powered 
bomber. Details on Russian air-to- 
surface missile development are sketchy, 
but U.S. experts think this country is 
ahead here. 





Ground forces. The Russians have 
an overwhelming superiority in ground 
forces—175 divisions vs. 15 U.S. Army 
and three Marine divisions. Several! 
U.S. Army divisions arc 
training or skeleton units, and one will 
be deactivated by June. 

Besides the numerical superiority, thi 
Russian Army is much better equipped 
with tanks, small arms, artillery, and 
troop-carrier vehicles. Unlike the Ru 
sian Army, which has become a com 
pletely modernized force since World 
War II, the U.S. Armv is still heavil 
equipped with World War II arms. 

Gen. Maxwell D. ‘Taylor, the Arm 
chief of staff, has proposed a five-year 
$15-billion program to step up modern 
ization of his forces. But the budget 
pinched Pentagon has been forced to 
turn down Taylor's plan. 

Naval units. Russia’s naval mission 
are primarily for shore defense and 
interference with enemy supply lin 
The U.S. fleet is designed as a striking 
force to carry the war to the enem 
shore. So the U.S. has stressed con 
struction of attack carriers and su 
marines; the Russians have emphasized 
submarines, cruisers, mine-laying vessel 
and patrol ships. The U.S. has 23 at 
tack and small carriers and at least fi 


essential] 


vessels capable of launching the Regu 
lus I surface-to-surface missile. ‘The R 
sians have no aircraft carriers 

In subs, the Russians have close t 





U.S. Faces the World 


It's been a long time since 
thoughtful American could ignore 
the existence of a dangerous, im 
portant, and potentially profitabl 
world outside his country’s border 
But as 1959 begins, it looks lil 
a year when this will be harder 
than ever to forget. This issue of 
BUSINESS WEEK reflects that 

¢ On this page, an analysis of 
the hard facts of military power 
As of now, how does U.S. striking 
power line up with Russia’s? And 
how will they compare when 1959 
is over? 

¢ On page 28, a special report 
on American business’ new and 
unparalleled rush to put its money 
and its hopes of capturing world 
markets into plants abroad. This 
week, European governments made 
those markets more accessible by 
taking a long step toward fully 
convertible currencies (page 17) 

e And on page 46, an account 
of what happened when the Ameri 
can Economic Assn. challenged its 
membership to explore the tech 
nical problems of living and doing 
business in a world economy. 














500 vessels—more than one-third long- 
range types—to the U.S.’ 110. So far, 
they're not known to have nuclear- 
powered or missile-carrying subs. The 
U.S. nuclear fleet consists of four subs 
in operation and 29 subs (including 
nine Polaris IRBM vessels), a carrier, 
cruiser, and a destroyer authorized or 
under construction. 

Missiles. Despite the recent Atlas 
satellite launching, most Pentagon ex- 
perts do not believe the U.S. has vet 
reached missile parity with the Russians. 
Moscow had almost a year’s headstart 
on ICBM production, and it’s already 
operational with a ballistic missile with 
a range of up to 1,000 miles. This is 
set up at at least a dozen sites behind the 
lron Curtain. 

The first U.S. ICBM unit will be 
operational by the end of the new year. 
Ihe Russians will be, too, but with 
larger stockpiles of missiles. 

The first U.S. 1,500-mile IRBM is 
now operational in England, where it 
is manned jointly with the Roval Air 
Force. Over the next two years, some 
eight more Thor or Jupiter IRBM units 
will be set up in Europe. 

Ihe U.S. is believed to be ahead in 
air-to-air and surface-to-air missiles, the 
Russians in battlefield-range surface-to- 
surface missiles. 

Air defense—Neither Russia nor the 
U.S. now has—or ever will have—a total 
defense against enemy air attack. But 
both countries are investing heavily in 
radar-warning systems, air defense mis- 
siles, and fighter-interceptor planes. ‘The 
respective capabilities of the two coun- 
tries are probably on a par over-all— 
with the Russian advantage being in 
aircraft and the U.S.’s in electronic 
detection and tracking. 

But in both the U.S. and Russia, 
strategic attack capabilities—both by 
missile and manned bomber-—still ex- 
ceed the defensive capability. As tech- 
nology advances in both fields, experts 
expect the relationship to remain the 
same. 


ll. How Urgent Is Urgent? 


Aside from the partisan-inspired po- 
litical criticism, there is a feeling wide- 
spread in this country that not enough 
is being spent for defense and that the 
program still “lacks a sense of urgency.” 
Military professionals, with careers on 
the line, have obviously exploited the 
feeling. 

This belief is largely the result of dis- 
closures such as the highly-publicized 
and authoritative Gaither and Rocke- 
feller reports of the past year. Both 
warned that U.S. military supremacy is 
being reduced and proposed steep in- 
creases in defense expenditures to coun- 
ter growing Soviet military strength— 
proposals that the Administration. has 
largely ignored. 
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e Alarms—This week, the non-political 
National Planning Assn. issued a simi- 
lar warning: “The dismal fact is that 
unless the U.S. takes many measures 
not contemplated in its present military 
program, the moment is approaching 
when {the assumption that U.S. retali- 
atory power is an effective deterrent to 
Soviet military action] will have lost 
its validity. 

“. . . If steps are not promptly taken 
vastly to strengthen American retalia- 
tory capability, the Soviet Union in the 
not distant future will be in a position, 
by the use of ICBMs and IRBMs armed 
with thermonuclear warheads, to inflict 
so strong a blow on SAC bases in the 
U.S. and in Europe that retaliation by 
the U.S. would be held within limits 
acceptable to the Soviet Union.” 
¢ In One Blow—Another alarming re- 
port of Russian military advances was 
aired at this weck’s convention of the 
American Assn. for the Advancement 
of Science. Roger Hilsman, deputy re- 
search director of the Library of Con- 
gress’ Legislative Reference Service, 
warned of the “possibility” that SAC’s 
retaliatory power could be wiped out by 
the Russians “in one blow.” 

He said the Pentagon has been given 
an intelligence estimate by the Rand 
Corp. that in 1959 Russia will have a 
stockpile of 300 ICBMs of 50% relia- 
bility. “Reliable,” in Rand’s terms, 
means ability toJand within three miles 
of the target. 

Still severer criticism of U.S. defense 
policy centers on the charge that recent 
budgets have stressed SAC at the ex- 
pense of capabilities for fighting a lim- 
ited, non-nuclear war. As a result, the 
critics contend, U.S. foreign policy is 
becoming strait-jacketed—so that the 
only U.S. reaction to Soviet “nibbling 
aggression” can be nuclear retaliation—a 
reaction that is not necessarily suitable 
to crises such as Lebanon and other 
“brush fires.” 
¢ Official Stance—The Administration’s 
broad view is that U.S. forces are al- 
ready geared to fight both big and little 
wars. The decision has been made 
against a major shift in strategic policv— 
against substantially stepping up defense 
spending and earmarking more money 
for so-called conventional weapons, as 
the Gaither and Rockefeller reports rec- 
ommended. 

Behind this decision is Secy. of State 
Dulles’ long-range view—which Pres. 
Eisenhower and his top civilian aides 
have accepted—that Communism is self- 
destructive and that an internal collapse 
of the Soviet system is inevitable. 

As a result, Dulles believes, matching 
the Russian arsenal item for item and 
number for number is unnecessary. He 
holds that “absolute” U.S. military su- 
premacy is not required, that we need 
only reasonable retaliatory strength to 
deter Russian military aggression. 


Steel Looks 


If steel users aren’t in a posi- 
tion to withstand a strike this 
summer, they'll pay more for 
steel, because another inflation- 
ary contract will be written. 


For the new year, the steel industry 
is announcing an annual ingot capacity 
of about 146.5-million tons—about 25% 
higher than the most it has ever 
produced and more than 33% above the 
tonnage that most steelmakers predict 
for 1959 (chart). 

Despite this obvious extra capacity, 
steel salesmen are already urging cus- 
tomers to increase their orders, to fore- 
sake the hand-to-mouth buying of 1958 
and rebuild inventories, which have 
been shrinking for more than a year. 
¢ Why Buyers Listen—Steel’s prospects 
for 1959 are bound up in the industry's 
ability to persuade customers to keep 
buying, disregarding the excess capacity. 

Everyone knows that steel has de- 
liberately built capacity ahead of de- 
mand—demand for 1959 and for a 
number of years thereafter. Purchasing 
mén know, too, that steel is in a better 
position—both in ingots and in prod- 
ucts—to carry customers’ inventory than 
it has been in any non-recession year 
since the war. 

At the same time, buyers may never- 
theless respond to the steel salesmen’s 
urgings because nobody knows the 
answers to these questions: 

e Willa steel strike start on July 1? 
(The outlook: almost inescapably, yes.) 

e If there is a strike, how long will 
it last? (The outlook: at least a six- 
week interruption of usable steel pro- 
duction, possibly longer.) 

e Will steel users have enough 
material on hand July | to operate at 
current business levels or _ better 
through so extended an interruption? 
(The outlook: verv likely not, unless 
inventory rebuilding starts soon and 
accelerates fast.) 
¢ Bargaining Position—Steel invento- 
ries today are probably the lowest since 
1950. If they stay low, the steel in- 
dustry’s bargaining position will be han- 
dicapped when negotiations open on a 
contract to replace the three-year, no- 
strike pact that. terminates on June 30. 

A cynical buyer may say steelmakers, 
therefore, want customers to tie up 
their own cash in inventory simply so 
steel can bargain more aggressively. 
From a steelmaker’s viewpoint, there’s 
more to it than that. 

They believe inflation has clipped 
them as hard as anyone and harder than 
most. They're convinced they can’t 
stand another contract that’s as infla- 
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can halt the cycle of wage boosts and 
price boosts that has persisted for a 
dozen years, they fear steel’s competi 
tive position will deteriorate, relative to 
rival materials and foreign steel. 

Moreover, since theirs is the next ma 
jor national pattern-setting contract to 
be written, steelmen anticipate some se- 
vere pressure from customers to fight 
for a settlement that won’t simultane- 
ously jack up industrial wage rates all 
over the land and also raise the price of 
the nation’s basic raw material. 
¢ Must Risk Strike—It’s hard to see 
how the steel industry could take up 
such a battle without incurring a strike, 
because the United Steelworkers union, 
too, is certain to make an issue of so 
important a pattern-setting contract. 

In steel, strikes are inordinately ex- 
pensive. The industry has heavy shut- 
down and start-up expenses that most 
manufacturers don’t have to worry 
about. In steel management’s view, 
there’s no point to taking a strike at 
all unless it can win the kind of con- 
tract it feels it must have. 

If customers aren’t prepared for a 
prolonged strike, and the economy 
starts to collapse within a few weeks 
because no one has any raw material, 
the steel industry knows it will face 
pressure from both the government 
and the customers—pressure it could 
not withstand, regardless of how un- 
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that case, incurring a strike would be 
waste motion, as far as management 
was concerned. 

¢ Inventory Catch-Up—Some well-in- 
formed steelmen are rather gloomy 
about the outlook for effective building 
ot inventory between now and June 30. 
Chey are afraid it’s already too late for 
adequate stocking of some products, par- 
ticularly the light flat-rolled and coated 
materials. 

Ingots can’t possibly run short, but 
the same slabbing and hot-sheet mills 
must divide their output among such 
things as cold-rolled sheets for autos 
and appliances, galvanized sheets for 
construction and many new manufac- 
turing uses, and tinplate for the 1959 
canning season. And all these are al- 
ready under aia, pressure. 

Delivery time has already length- 
ened for this group of products. As 
business improves, it will lengthen still 
further, and that in itself will require 
more inventory just for current opera- 
tions. To superimpose pre-strike buy- 
ing on all this would spread deliveries 
over a still longer time, and some experts 
say there isn’t time enough before July 
for the buildup that a six-week interrup- 
tion would need. 
¢ Lagging Products—Other products 
appear to be under less pressure from 
buyers. Take structural shapes, which 
were treasured items only 18 months 


you plain material within seve 
cambered or slit material in two 

That reflects an incredibly dep: 
market, just as steel is completi 
vast expansion of its capacity for 
turals. ‘Today the industry can pr 
about twice the tonnage that’s 
ordered. It would take a major inct 
in industrial building—something t 
not in the cards right now—te 
shine on that tarnished market 

Seamless oil country tubula: 
are another great question mark 
late 1957, they were as scarce 
other product; since then, orders 
been correspondingly scarce. 

e Getting Ready—At quite a | 
plants, steelmen have started getting 
ready for a day when their custome: 
start to build inventory. ‘They are 

ating their steelmaking departments and 
the primary rolling mills at a higher 
rate than demand calls for, then stock 
piling semifinished steel. If strike-an 
ticipation buying later comes in on top 
of current demand, this steel can be 
used to keep the critical finishing mills 
at top capacity. 

- But there are limits to how far a steel 
maker can push this process. Relatively 
little steel is bought to “‘off the shelf’ 
specifications; besides, the overhead 
costs of the steelmaking departments 
are too great to let semifinished inven- 
tory get out of hand. 


| 
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FOR 17 DAYS of the deliverers’ strike, “No Paper Today” sign hung at New York Times. 


N.Y. Papers Pick Up the Pieces 


In the aftermath of the 19-day labor battle with their 
deliverymen, newspapers resumed normal publication—and 
wondered whether the strike might have any lasting effects. 


With unconcealed bitterness, New 
York's nine major newspapers began 


publishing again last week. Bare hours 
ifter striking deliverymen voted last 
Sunday + to 1 to accept a $7 wage and 
fringe package, the city’s morning news- 
papers were readying their first editions 
in 17 days. Virst-day issues were thin, 
but editorials were fat with pent-up 
chagrin. 

[he hardly unwar- 
ranted. For the newspapers, the strike 
toll had been heavy: 

¢ $25-million in advertising and 
circulation revenues were irretrievably 
lost 


bitterness was 


e More than 15,000 of the citv’s 
20,000 newspaper emplovees had been 
furloughed without pay during the 
Christmas season. Estimated loss of 
wages: $5-million 

For other businesses in or close to 
New York, the toll varied with the need 
for newspaper advertising or publicity. 
One of the hardest hit was the enter- 
tainment field, much of which slumped 
heavily as the strike lengthened. Ad- 
vance ticket sales for new Broadway pro- 
ductions were far beneath advance sales 
of already established and well-known 
plays and musicals. Movie theaters, 
which depend heavily on newspaper ad- 
vertising, were playing to less than full 
houses during a season that usually 
means “standing room only.” Sporting 


16 


event attendances, except for such 
top events as championship football, 
slumped 25%. 

¢ Sufferers—Elsewhere, the strike had 
taken this kind of toll: 

¢ 10,000 of the city’s 16,000 news- 
stands were closed. 

¢ Employment agencies, which de- 
pend heavily on newspaper classified 
sections, reported job replacements off 
as much as 75%. 

e Used car dealers reported sales 
down 10%, sometimes more. 

¢ Real estate sales fell as much as 
50%. 

¢ Retail sales by mail and phone 
orders were virtually halted. 

e Waste paper dealers and news 
clipping services found themselves with- 
out stock in trade. 

¢ Some ad agencies watched busi- 
ness fall 80%. 

¢ T'ravel agencies reported a 20% 
drop in sales. 

¢ Hundreds of small shop owners, 
who sell chiefly newspapers, candy, cig- 
arettes, and soda, were sharply off sales 
levels. 

e Far Afield—The strike also had eco- 
nomic repercussions as far away as Flor- 
ida and Canada. In Florida, its impact 
was coupled with that from a strike 
against Eastern Air Lines. Hotel and 
motel bookings during Christmas week, 
perennially the biggest volume week 











of winter, were off 10% to 20%. In 
Canada, an cstimated 1,000 lumber- 
jacks had been furloughed as a conse 
quence of the sharp drop in demand for 
newsprint. 

The loss to striking members of the 
Newspaper & Mail Deliverers Union 
came to between $550,000 and $650,- 
000, all of it in wages. 

e Gainers—lI'or some other communi 
cations media, the strike generated new 
income. All New York’s radio and tele- 
vision stations gained advertising reve- 
nues. Radio, however, proved to be the 
biggest gainer of all, mainly because of 
more flexible programing and less selling 
of time in advance than television. ‘The 
National Broadcasting Co.’s WRCA, for 
instance, gained 68 new advertising ac- 
counts during December; revenues werc 
100% higher than its budget estimates 
for the month. As advertisers sought 
coverage, even New York’s ‘Transit Au- 
thority gained $6,500 a dav by per- 
mitting stores to post subway windows 
with advertising. 

e Lasting Reaction?—Just as the short- 
term effects of the strike hit hardest at 
the newspapers themselves, so will the 
long-term effects. 

Although publishers of New York’s 
newspapers expect a restoration of their 
normal circulation and advertising vol- 
ume, all of them are listening carefully 
to the reaction of advertisers and are 
keeping a sensitive hand on the daily 
press run. The chief fears are that ad- 
vertising and reading patterns may have 
been broken and that a permanent loss 
in circulation and advertising may begin 
to appear 

Alreadv, a number of New York’s 
big retail stores are beginning to ex 
amine the “saturation of ads” they nokt- 
mally place in New York’s newspapers 
during the Christmas selling season. 
Even without advertising, the city’s de- 
partment and specialty stores jumped to 
a new sales high—3% over last 
vear. Better specialty stores, which most 
observers believed would be hard hit by 
the lack of advertising, showed increases 
averaging 10% across the country; early 
returns from retailers were roughly simi- 
lar (page 11). With this kind of figure 
already popping up, advertisers have be- 
gun to take second looks at Christmas 
ad budgets. 

Another threat is the revenue radio 
may be able to divert. WRCA, for in- 
stance, estimates that it may be able 
to retain 5 or 6 of the 68 new accounts 
it added in December. Spot ads and 
service announcements are the particu- 
lar forte of radio. 

Thus, as the New Year neared, New 
York’s newspaper publishers, despite a 
prediction by the U.S. Dept. of Com- 
merce of a new advertising high for the 
industry, knew that they would have 
to work to make the prediction come 
true. 


to 5% 
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Europe Unleashes Its Currencies 


The coming of greater convertibility to Western Europe 


makes it easier to do business there—and attests to the strength 


of the postwar economy they have built. 


Business is being done in Western 
Europe this week under monetary rules 
that provide a freer exchange of cur- 
rencies—both inside and outside West- 
em Europe—than businessmen have 
known since September, 1939. ‘The 
new rules don’t yet make Europe’s cur- 
rencies fully convertible, but they do 
liberate world trade from currency re- 
strictions and red tape that have been 
distorting the international flow of 
goods and money. This is a gain for 
both European and American business- 
men. 

With its new currency setup, West- 
ern Europe is back in the running as 
cne of the world’s centers of great 
economic power, and London is back 
as an international financial center that 
only New York can challenge. In mak- 
ing their currencies more convertible, 
Britain and its Continental neighbors, 
basically, are demonstrating the suc- 
cess of their postwar comeback. As one 
of New York’s foreign exchange ex- 
perts said this week: “A nation’s cur- 
rency acts as a barometer of its eco- 
nomic position. And these currency 
changes in Europe merely signal a 
basically stronger situation.” 

But it isn’t just the Europeans who 
will benefit. International traders, in 
cluding those handling commodities 
such as cotton and sugar, now have a 
wider choice of where they can buy and 
sell, plus simpler and cheaper ways of 
financing their operations. U.S. ex- 
porters will find fewer obstacles to 
sales in many markets, including 
Europe. But they may be forced to 
compete harder than ever if they are 
to take full advantage of the new op 
portunities. At the same time, there 
will be just as much incentive for U.S. 
companies to invest in overseas opera- 
tions (page 28). 
¢ Ten Together—Europe’s new cur- 
rency setup came as a result of con- 
certed moves last week by Britain, 
France, West Germany, and _ seven 
other nations. As of Monday, these 10 
countries made their currencies con- 
vertible for nonresidents into any other 
currency, including the dollar. France 
went beyond this to devalue the franc 
by 17.5% and launch a program of 
financial austerity at home. 

In giving their currencies “external” 
convertibility, rather than full con- 
vertibility, what these 10 countries did 
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was to decree that nonresidents could 
take whatever funds they might hold 
in, say, sterling, Dutch guilders, or 
Italian lira and cash them for dollars 
or any other foreign currency. Under 
full convertibility, residents as well as 
nonresidents would be able to exchange 
their money freely, and both would 
have the right freely to make capital 
transfers—a right that still isn’t granted 
under the new rules. 
¢ British Way—The British handled 
their move to convertibility in a some- 
what different way than the others. 
London made the pound convertible by 
amalgamating two types of sterling: 
American account sterling—funds that 
already could be exchanged freely for 
American and Canadian dollars; and 
transferable account _ sterling—funds 
earned outside the dollar zone on which 
a premium had to be paid if and when 
they were converted into dollars. 
London expects a big increase in its 
foreign exchange business as a result of 
unifying the two rates. Up to now, there 
has been a big business in transferable 
sterling, but it has been handled in out- 
side markets, especially New York and 
Zurich. With one official tate, this 
business will shift to London. It’s likely, 
also, that the European gold market 
will shift from Zurich to London, since 
the Russians and others will no longer 
get an extra 1% by selling their gold in 
Zurich against transferable pounds. On 
top of that, London can expect to get 
some of the short-term funds that are 
now held in New York by Europeans. 
But the anticipation of such gains 
only partly explains Britain’s con- 
vertibility decision, which _ initiated 
similar decisions by West Germany 
and the other countries. The whole 
business was precipitated by the com- 
ing of the European Common Market 
and Britain’s failure to get France to 
agree to the Free Trade Area (BW— 
Dec.6’58,p103). These developments 
set up a series of pressures and counter- 
pressures that pushed France toward 
devaluation and Britain toward con- 
vertibility. At one time, it looked as if 
each would make its own moves, based 
purely on competitive calculations. 
Then, at the last moment, London, 
Paris, and Bonn got together to con- 
cert their currency moves, and the other 
seven countries were brought into the 
act. London and Paris, however, still 






have not settled their trade differences 
e Farewell to EPU—The rapid agree- 
ment on convertibility brought an end 
to the European Payments Union—and 
made the European nations thankful 
that in 1955 they had completed 
arrangements in advance for a repla¢ 
ment to EPU. For nearly a decade the 
EPU acted as a clearing house f 
intra-European trade. It provided credit 
to finance the trade deficits of members, 
especially those of France. But in 1955, 
when the British thought they 


close to convertibility, it was agreed 
that EPU would go out of existence 
automatically when its major mem- 


bers went convertible. The European 
Monetary Agreement was to take its 
lace. 

The EMA, now in operation, is act 
ing as a trade clearing house, as E-P( 
did, but it does not provide automat 
credits to debtor members. However 
it does have a $600-million fund fr 
which it can advance emergenc' 
to tide members over in case of an 
emergency. 

The West European countries ha 
more than EMA to fall back on, should 
any of them run into trouble as a result 
of liberating their currencies. The In 
ternational Monetary Fund acts 
reserve of last resort, and its resource 
are to be increased this year by 50 
through an increase in members’ sul 
scriptions. Even without this increas« 
IMF’s resources could be expanded | 
making loans and accepting payments in 
some of Europe’s newly convertible cur- 
rencies. 
bad Turning Point—So Western Eur pe 
isn’t running much of a gamble by 
going partially convertible. Except in 
France, gold and dollar reserves now 
are at peak levels in Western Europe 
Both Britain and West Germany a1 
running healthy trade surpluses. Things 
like this explain why there was no strain 
early this week on the exchange rate: 
of the 10 European countries that took 
the plunge into monetary freedom 

This was true even of the French 
franc, where the plunge does represent 
something of a gamble. The franc will 
stay strong only if de Gaulle succeeds 
in pushing through his austerity pro 
gram (page 43). 

U.S. officials were betting this week 
that de Gaulle, with his unprecedented 
political authority, would win his gam- 
ble. And at the Treasury and Federal 
Reserve Board, there was an almost un- 
diluted optimism about Europe’s cur- 
rency moves. They were described ‘as 
“the biggest coordinated international 
monetary operation in history,” and a 
“historic turning point in world trade 
relations.” 
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Express Stop? 


Now that the New York 
Central is pulling out of big 
Railway Express, the future of 
the agency is in doubt. 


Last week, the New York Central 
RR announced that as of the start of 
1960 it will quit its contract to haul 
shipments for the Railway Express 
\gency. The reasons, said the Central, 
are that it loses $11-million a year on 
Railway Express business and that this 
1 drag on it 


loss is passenger serv- 
ICCS 

For just the same reasons, at least 
half a dozen other Eastern railroads 
this week are reconsidering their con- 
tract with Railway Express. And Rail- 
way Express itself is wondering when— 
x whether—the other shoe will drop. 
(hat “other shoe’ would be the Penn- 
ivivania RR, which is among those 
thinking about their Railway Express 
contracts. The Central and the Pennsy 
ire first and second largest owners of 
Railway Express and carriers of its ship- 
ments. But so far the Pennsy will not 
sav whether it, too, will withdraw. 

Railway Express, founded 30 years 
go and owned by 68 major railroads, 
itself makes no profits, records no losses; 
instead it railroads that haul its 
shipments out of whatever funds it has 
left over from revenues after meeting 
its own expenses. In 1957, from 
revenues of $367.6-million, it paid the 
railroads a little more than $100-million 
But this wasn’t enough to cover the 
cost to most of those railroads of haul- 
ing the shipments. The Central, for 
instance, got $10.2-million from the 
agency, but showed a $21-million cost 
on its books for carrying the agency’s 
shipments. 
¢ Piggyback Plans—The Central won't 
sav vet just what it will do after it with- 
draws from, its contract. For example, 
it may well continue carrying some of 
the agency's shipments. One likely 
move, though, is for the railroad to haul 
in its own Flexi-Vans shipments of the 
size (average weight 40 Ib.) usually 
handled by Railway Express. ‘The Flexi- 
Vans—and other railroad piggyback 
equipment (BW—Nov.8’58,p54)—can 
be handled in railroad terminals much 
faster than other railroad cars. 

The Central’s withdrawal from its 
contract will be a stiff blow for Railway 
Express, which has been badly buffeted 
in the last few vears. Since it was 
founded in 1928, the growth of truck 
trafic has eroded its business; so, too, 
has the expansion in the last two de- 
cades of the U.S. parcel post system. 
¢ Merger Talk—The Interstate Com- 
merce Commission also was busy last 


pays 
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week noting shifting patterns in trans- 
portation and exhorting the railroads 
to present more plans for mergers and 
consolidations. “Little progress has been 
made in mergers . . .,”” the ICC said in 
its annual report. 

The ICC chiding could be a factor 
in the spate of talk about railroad 
mergers lately (BW—Nov.29'58,p47). 
But there’s still a dearth of action. The 
New York Central and the Pennsylvania 


keep saying their year-old merger talks 
(BW—Nov.9’57,p31) are in their “final 
stages.” ‘To some Washington observers 
it seems that no matter what exhorta- 
tions the ICC might deliver to the 
railroads, the roads themselves will find 
it difficult to work out any major merg- 
ers—and will move carefully now that 
the Justice Dept.’s Antitrust Div. and 
the federal courts are taking a sterner 
approach toward mergers (page 20). 


Venezuela Hits U.S. Oilmen 


Last-minute law boosts government's cut of 1958 in- 
come to 60% instead of the old 50-50 split. Industry fears it 
will set example for Middle East. 


The hallowed 50-50 split of foreign 
cil profits, punctured by deals in the 
Middle East in the past year or two, ap- 
pears to have been shattered in the 
most important Western Hemisphere 
country. An 11th-hour act. of Vene- 
zuela’s ruling junta, which quits office 
this month, changes the 50-50 deal into 
something ‘ike 60 for Venezuela, 40 
for foreign oil companies. 

Venezuela draws nearly two-thirds of 
its revenue from oil. Pres.-elect Romulo 
Betancourt had committed himself to 
an expensive expansion of social serv- 
ices, and foreign oilmen read this as 
meaning steeper rates on their profits. 
But the junta’s abrupt action in jam- 
ming through a complex rewriting of 
the nation’s tax laws before the end of 
1958 leaves the oil companies in dis- 
may, with little or no chance to nego- 
tiate with Betancourt. 

Besides, the junta insists that the 
new tax law applies in full to 1958 
profits. “If we had known it was going 
to be retroactive,” an oilman laments, 
“we would have written off a lot more 
than we did’in ’58.” 
¢ Potential Harm—The change in treat- 
ment could be painful to U.S. com- 
panies. Pres. H. W. Haight. of Creole 
Petroleum Corp., Venezuela’s No. 1 
producer, talks of “ruptured” agree- 
ments and of how the new law “has 
drastically altered, the climate for for- 
cign investment” in, Venezuela. John 
S. Herold, oil industry consultant, cal- 
culates that the new taxes, if applied 
to 1957 figures, would have cut Creole’s 
net from 95¢ a bbl. to 75¢—a difference 
of nearly $83-million on Creole’s 1957 
sales of 414-million bbl. 

It may turn out that the damage 
isn’t so severe as that. ““The whole law 
was so hastily drafted that we don’t 
know where we stand,” says a company 
official. “Just one confusing group of 
three words in the law could make sev- 
eral million dollars’ difference.” 

Then, too, 50-50 hasn’t always meant 


half-and-half. Creole, for example, has 
claimed that it actually pays Venezuela 
about 54% of its profits 

The U.S. Treasury may turn out to 
be a heavy loser. To avoid double tax- 
ing of foreign profits, U.S. companies 
are allowed to reduce their U.S. income 
tax liability by the amount they pay in 
income taxes to foreign countries—but 
only up to the 52% maximum rate that 
the U.S. charges. The new Venezuela 
law exceeds that ceiling. 

This raises the question: Is Vene- 

zuela’s bite on profits all to be con- 
sidered as tax? If part of it can be con- 
strued as a cost of doing business, like 
a rovalty, it wouldn’t count toward the 
limit for tax credits. 
* Trying to Bargain—The U.S. com- 
panies with big investments in Vene- 
zuela will doubtless try to negotiate 
with Pres. Betancourt, but they don’t 
really expect anything better than a 
60-40 break. 

Already there are signs that oil com- 
pany comments on the junta’s action 
have crystallized public feeling against 
any easing of the new law. Venezuelans 
are touchy on the foreign oil question, 
and the Yankee companies don’t dare 
to push their case. They regard Betan- 


court, elected and popular, as the 
strongest available bulwark against 
Communism. 


¢ Spreading Practice?—International oil 
men worry lest Venezuela’s breach of 
the 50-50 formula spread to the Middle 
East. Previous Middle Eastern deals 
that broke the balance fell short of 
Venczuela’s action in two respects: (1) 
Increases in shares for the host coun- 
tries merely took the place of big 
bonuses that had previously been given 
them in addition to a split of profits; 
(2) Middle Eastern deals were for unde- 
veloped property while Venezuela’s is 
for property that’s already producing. 

“Imagine yourself a sheik in the Mid- 
dle East—think how you'd feel,” says an 
oilman. 
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Profits Aplenty Awaiting in ‘59 


@ The brightest spot in the bright business outlook 
for the new year is the new record anticipated for profits. 


@ The credit will still go to increased sales stemming 
from the recovery—and to operating economies instituted dur- 
ing the recession, which have improved profit margins. 


@ The only question seems to be how much more 


abundant the gravy will be. 


Unless a lot of people are badly mis- 
taken, there'll be nothing “profitless” 
about the prosperity that is building 
up for the U.S. in 1959. As things 
laok now, business stands to make 
money, a lot of money. Profits are the 
brightest spot in the generally bright 
outlook for business over the next 12 
months. 

This is the conclusion reached this 
week by economists and businessmen 
in key spots across the nation. And 
it’s the conclusion that was given what 
amounts to official status by the esti- 
mates on which the Administration’s 
new budget was based. 
¢ Treasury’s Bet—The Administration, 
of course, is counting on a big increase 
in corporate profits in 1959. In reveal- 
ing its plans for a balanced budget for 
the fiscal year starting next July, 
Treasury officials are betting that profits 
this year will be in the neighborhood 
of $47-billion to $48-billion before 
taxes, 

If the Treasury is right, this would 
mean a brand-new record, well above 
the previous high of $45.5-billion reg- 
istered in 1956. In 1958, it’s estimated 
that corporate profits totaled about 
$36-billion, down almost 20% from 
the 1957 figure, and the lowest level 
since the recession year of 1954, when 
profits were at $34.1-billion. So the 
Treasury looks for a rise over last year’s 
total of more than 30%, which would 
be one of the sharpest increases ever. 
¢ Change of Approaches—While there 
is some disagreement with the 
Treasury's estimates, few economists 
say they are too high. Most of the 
criticism has arisen because in prepar- 
ing its 1959-60 budget, the Treasury 
abandoned its usual practice of pro- 
jecting current rates of earnings to 
establish future estimates. Instead, it 
is basing its projected rates on the pros- 
pect of better business in the year 
ahead. Many economists agree that 
business will be better, but they dis- 
like turning the budget into a business 
forecast—there’ll be a tendency, they 

\ Say, to make the estimates optimistic. 
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However, some authorities are even 
more optimistic than the Treasury. A 
number of Federal Reserve economists 
think that profits may soar to $50-bil- 
lion in 1959, and similar figures are 
predicted by some Wall Street analysts. 
As one put it this week: “We may be 
entering an era of profitable pros- 
perity.” 
¢ Years Pattern—The pattern’ of 
profits over the past year gives con- 
siderable support to these sunny esti- 
mates. In the first quarter of 1958, 
when the economy was in the worst 
phase of contraction, pre-tax profits of 
U.S. corporations plummeted to an 
annual rate of $31.7-billion; in the 
second quarter, when the economy was 
leveling out, profits edged up to only 
$32-billion. 

But in the third quarter—generally 
a poor one for profits—the total shot 
up to around $38-billion. There was a 
further rise in the fourth quarter; some 
estimates put the annual rate at around 
$45-billion. 

Thus, we have already seen a very 
sharp rebound in profits, although some 
conservative forecasters think the forces 
that made for the big surge will peter 
out, and that profits will climb only 
moderately this year. 
¢ Why the Rise—The main reason for 
the vigorous recovery of profits has 
been the recovery of business. Early in 
the year, when sales were sliding, most 
companies reacted by dumping inven- 
tory and making sharp cutbacks in 
production. This meant a big reduction 
in profits. But as soon as sales started 
up, profits began to climb. 

In fact, profits are now outpacing 
the rise in sales. That’s largely because 
most businesses made a great many 
economies during the contraction. At 
the moment, they’re not only reaping 
profits because of rising sales but be- 
cause they have increased their profit 
margins. 

This trend should continue a while 
longer. But it is doubtful that business 
can continue to increase profit margins 
over a long period unless productivity, 


which showed a big rise in 1955, can 
also continue rising. 

For one thing, Bai will be out for 

wage increases. The profits that busi- 
ness is amassing will be used as an 
argument for pay hikes by labor. For 
another, higher profits usually lead to 
an abandonment of the economies that 
helped make them possible. According 
to one executive: “You'll see mor 
money spent on extravagancies if the 
rise in profits continues.” 
e How Far Up?—According to the 
Commerce Dept.’s annual survey of 
the business outlook, only a few com 
panies and industrial sectors fail to 
expect an improvement in both sales 
and profits next year. For the most 
part, predictions of increased sales ar 
fairly moderate—about 10% 
But American business is expecting a 
much larger hike in profits. 

For example, electric appliance mak 
ers expect only a 5% rise in sales, but 
some companies think they can chalk 
up a profit increase of 15%. ‘The auto 
mobile makers look for a considerabl 
expansion in both sales and profit 
Most of the steel industry, which man 
aged to operate in the black despit 
huge cutbacks in production, is look 
ing for a continuation of the big profit 
rise recorded in the last half of 1955 

Jones & Laughlin, for instance, 
boosted its net earnings 23% in its 
September-November quarter, despite 
the fact that dollar sales were off 5.3 
and shipments down 6.9% from the 
same period a year ago. U.S. Steel has 
been increasing its profit margins from 
quarter to quarter. 
¢ Caution Notes—But unless business 
can exceed the sales records chalked up 
in 1956 and 1957, there’s doubt in 
some minds that profits will be much 
over the old $45.4-billion peak. One 
bank economist thinks it will be difficult 
to maintain the present increase in 
profit margins past spring, when the 
wage negotiations in steel are scheduled 
In fact, he claims that the settlement 
will put a ceiling on profit margins 
generally. He considers the Adminis 
tration’s profit projection “completely 
unrealistic.” 

Another cautious note is also being 
sounded by Lewis L. Schellbach of 
Standard & Poor’s. He thinks the prof 
its rise will probably be limited to less 
than $9-billion—or a 1959 total of $45 
billion, at best. 

But most Washington predictions 
are much more optimistic, based on the 
snap-back to date. All in all, there's 
no disputing that profits will be better 
this year. it is simply a question of 
how much better. 


over-all 
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Antitrusters Heft a New Weapon 


@ Now that they’ve had a chance to study the Bethle- 
hem decision, lawyers view it as a landmark in antitrust law. 


@ The steel case gives the antitrusters a set of answers 
for arguments raised in many pending cases. 


@ Asa result, merger of competing companies is ex- 
pected to be almost impossible, unless both are small. 


[he government’s authority to stop 
business mergers got a huge boost sev- 
‘eral weeks ago when a judge in New 
York City flatly turned down the pro- 
posed merger of two steel companies— 
Bethlehem Steel Co. and Youngstown 
Sheet & Tube Co. 

Lawyers who have been studying the 
decision since are convinced that it was 
a landmark in antitrust law. For one 
thing, both industry and government 
lawyers agreed before the case was de- 
cided that it was a definite test of the 
1950 law that was intended to bolster 
the government’s authority to stop a 
merger before it happens. Until the 

950 law was passed, the government 
couldn’t prevent a merger from taking 
place and had been spectacularly un- 
successful in unscrambling mergers 
vears after they had gone through. 

¢ Significance—The verdict against the 
merger of Bethlehem Steel (No. 2 in the 
industry) and Youngstown Sheet & 
Tube (No. 6 in the industry) did two 
things 

It gave the antitrust lawyers the 
biggest new weapon they'd found in 


years—and it gave businessmen with 
merger on their minds a very severe 


blow. 

It’s now becoming clear that the 
Youngstown-Bethlehem decision raised 
—and answered—many of the major 
arguments and legal theories involved 
in dozens of other merger cases. 

Particularly, the experts are taking a 
look at mergers already in court—but 
not decided—involving such companies 
as Continental Can Co., Gulf Oil 
Corp., Brown Shoe Co., American 
Radiator & Standard Sanitary Corp., 
Crown Zellerbach Corp.; Owens-Illinois 
Glass Co.; Procter & Gamble Co.; and 
Reynolds Metals Co. 

Looking at these mergers and merger 
proposals, here’s what the Bethlehem 
decision means: 

¢ It sets up a tough line against 
any merger between companies that 
significantly compete with each other. 

e It puts just as strict a ban on 
mergers that eliminate—or threaten to 
climinate—an important source of 
supply or a significant sales market for 
other companies. 
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¢ It makes clear that a single prod- 
uct of a company—as well as the whole 
industry line—can be used to test a 
merger’s legality. 

e It demonstrates that a market 
area as small as a single state—or as 
big as several states, a whole region, or 
the whole nation—can be used to 
measure a merger’s effect on competi- 
tion. 

e It underlines the importance of 
market share figures—both to define 
markets and to show a merger’s impact. 


1. Main Target 


As a result of the Bethlehem ruling, 
acquiring a competitor virtually invites 
a lawsuit with the antitrusters. This is 
particularly true in industries that, like 
steel, are marked by relatively few com- 
petitors sharing the bulk of production 
or sales. 

In such an industry, it seems clear 
now, any merger between one “big” 
company and another would be de- 
clared illegal. And even a merger be- 
tween a “big” and a “small’’ company 
in such a concentrated industry would 
probably hit the same snag. Reason: 
If allowed, it could well set off a trend, 
by encouraging the other big companies 
to buy up the remaining small com- 
panies. 

The antitrusters effectively used this 
argument against touching off a 
“trend” in the Bethlehem case—and got 
specific court recognition of this factor. 
The same argument will be used in 
virtually any merger case you can name. 

This does not mean, of course, that 
two small companies in an industry like 
steel could not merge. The Bethlehem 
case dealt with giants. There’s nothing 
there to suggest that, even in the steel 
industry, the Clayton Act necessarily 
bars any and every steel merger. And 
the antitrusters have already sanctioned 
“small” company mergers in the auto- 
mobile industry. 

e Ease of Entry—Another factor is 
ease of entry into an industry. Steel is 
a big industry—even the “small” com- 
panies are, by comparison with small 
companies in other industries, really 
substantial in terms of investment and 


sales. It’s an industry that requires 
heavy outlays of capital in the first 
place, and similar financial resources to 
stay even. And according to the 
Bethlehem decision, the merger law 
was designed to prevent the elimina- 
tion of even one competitor in such an 
industry. 

This factor varies with each case and 
each industry. But ease of entry could 
change the complexion of a merger 
seemingly similar to Bethlehem. 

For example, there has been at least 
a preliminary ruling at the Federal 
Trade Commission that Brillo Mfg. 
Co. did not violate the merger law, 
even though it acquired a major com- 
petitor with a substantial share of the 
same steel wool market. Reason: New 
companies can easily enter this field; 
several have done so recently, and there 
are still as many companies in the field 
as there have been historically. 


ll. What Products Compete? 


Of special importance—so far as 
cther cases are concerned—is the guid- 
ance the Bethlehem case lays down for 
appraising the market facts in a merger. 
Often, the definition of a_ product 
market or a geographic market used by 
a court in a particular case will make 
or break the merger. 

In the Bethlehem case, Judge Wein- 
feld said any products with “peculiar 
characteristics and uses” make up a 
“line of commerce” or “product 
market” under the Clayton Act. This 
is the same test used by the Supreme 
Court in the du Pont-General Motors 
case to hold that automobile finishes 
and fabrics are a product market by 
themselves, separate from all other fin; 
ishes and fabrics. 
¢ Emphasis on Customer—The use of 
such a narrow test in both the Bethle- 
hem and du Pont cases pretty much 
wrapped up the final result—illegality. 
And this would be true in many of 
the pending cases, as well. It puts the 
emphasis on what customers buy from 
a seller and how they use what they buy 
rather than on how the seller thinks of 
the product. 

The Bethlehem decision does not 
tule out, however, an opposite approach 
using a broader test. In fact, acquisition 
of a beet sugar refining company by a 
cane sugar refining company has been 
blocked by a court—on grounds beet and 
cane sugar are “reasonably interchange- 
able,” and so compete with each other. 

This broad test, however, is more 
often identified by the antitrusters with 
another recent Supreme Court decision 
on cellophane. It came in a monopoly 
case, not a merger case, and the anti- 
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trusters hope to avoid having it grafted 
permanently into the law on mergers. 
It’s easy to see why. 

¢ Du Pont Case—The Supreme Court 
said du Pont did not have an illegal 
monopoly of cellophane, because there 
is NO narrow, separate market for cello- 
phane, It must compete with a host of 
other flexible wrapping materials. Thus, 
du Pont with a 75% share of cellophane 
escaped antitrust conviction because 
cellophane accounts for less than 20% 
of the broader flexible wrapping ma- 
terials market. 

Many of the pending cases pose this 
ciucial issue on competition between 
products. The antitrusters realize that 
in some cases, a narrow definition of 
production market will help them, 
while in others it will hurt them. If 
cans, for example, are a separate prod- 
uct line from glass bottles, then a 
merger of the No. 2 can maker (Conti- 
nental Can Co.) and the No. 3 glass 
bottle maker (Hazel-Atlas Glass) prob- 
ably is not illegal. 

The same issue arises, but looks dif- 
ferent, in the case of the Brown Shoe 
Co.’s acquisition of G. R. Kinney Corp. 
The case may be the next important 
court decision under the merger law. 

Brown Shoe argues that the line of 
shoes it produces is not competitive 
with the line of shoes produced and 
sold by Kinney because the two lines 
sell in a different price range. 

The government, on the other hand, 
argues that despite any differences in 
prices, both lines of shoes compete 
with each other for the customer's 
dollar and must be considered a single 
line of commerce or market. 

In the case of Crown Zellerbach 
Corp.’s acquisition of St. Helens Pulp & 
Paper Co.—now headed for court re- 
view—FTC said the market was coarse 
papers—including wrapping, bag and 
sack papers, and converting papers. The 
company argued that other coarse pap- 
€rs or papers in other fields that it said 
could be interchanged with the coarse 
papers should be included, but FTC 
rejected these arguments. The com- 
mission looked at the buyers. It con- 
cluded the narrow field was a proper 
market because the papers in it were 
sold .to particular customers for par- 
ticular uses. As for substitutes, FTC 
said that while some products—such as 
containerboard—might theoretically re- 
place each other, “there is little such 
substitution” by users in actual practice. 


lll. Defining the Market Area 


Selection of the market area. in- 
volved in a — can go a long way 


\ in deciding its legality, too. And the 
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Bethlehem case makes it plain that in 
any area where two companies each 
make sales—even if only a small per- 
centage of total industry sales—they 
compete with each other. Thus, a 
merger can be judged on its impact in a 
small geographic area—and not neces- 
sarily in the areas where the bulk of a 
company’s sales are. 

In the Crown Zellerbach case, FTC 
turned down the company’s argument 
for a broad market area. Instead, the 
commission said an 11-Western-state 
area was the “natural market” for West- 
ern producers and that purchasei 
preferences and shipping costs have 
“effectively separated” the West as a 
competitive area from the rest of the 
country. 

In the Brown Shoe case, both the 
companies and the government recog- 
nize that the market area consists of a 
series of local markets. In fact, the 
government in this case has undertaken 
a complete census and lists all the cities 
where Brown and Kinney sell a sig- 
nificant amount of shoes. 

To show how the anti-merger law 
can be pinpointed to a really small 
market, an FTC hearing examiner re- 
cently ruled against a merger of sand 
suppliers in Ohio on a finding that the 
geographic market involved is the 
southern shore of Lake Erie from 
Buffalo to Sandusky and extending in- 
land 12 miles. 


IV. Impact on Competition 


The Bethlehem case also sets out 
specific standards to judge a merger’s 
effect on competition. According to 
Judge Weinfeld, if a merger does any 
one of these things, Congress meant 
the law to block it: 

¢ Does it substantially increase 
concentration? 

¢ Does it eliminate a substantial 
factor in competition? 

¢ Does it eliminate a substantial 
source of supply? 

¢ Does it create relationships be- 
tween buyers and sellers that deprive 
rivals of either of a fair opportunity to 
compete? 

According to Weinfeld, any one of 
them would have been enough to bar 
the merger. And the antitrusters point 
out this is one reason why the Bethle- 
hem ruling—even though i* came in a 
merger of real industrial giants—also ap- 
plies to mergers involving much smaller 
companies. 

Weinfeld put special emphasis on 
the competitive impact of the steel 
merger on buyers. He says the anti- 
merger law not only relates to compet- 
itive effects between the merging com- 


panies and their direct competitors, 
but to effects on buyers as well. 

Often, he says, the real competition 
that counts is rivalry among buyers for 
sources of supply. And the law was 
particularly designed to assure buyers 
of the widest possible freedom of 
choice in selecting suppliers. Hence, 
any merger that removes one majo! 
source—thus reducing the alternates 
available to buyers—can violate the law 

The FTC says much the same thing 
about Crown Zellerbach’s acquisition 
of St. Helens. The acquisition, I'l 
says, removes one of the few integrated 
paper companies in the market. 


V. What Law Allows 


Does the Bethlehem ruling make all 
mergers illegal? The answer, of course. 
is no. After all, the FTC has counted 
over 900 industrial mergers or acquis! 
tions of all types this past year—and 
there have only been about 40 anti 
merger cases filed by the government 
since the law was made stricter in 195( 
Not only are many mergers legal, but 
the antitrusters just cannot tackle even 
all of the questionable ones. 

Because of the broad sweep of thx 
Bethlehem case, it’s also important to 
emphasize some of the specific things 
it does not do. 

The Bethlehem ruling does nothing 
to bar any acquisition of a failing cor 
poration—a company that would have 
gone out of existence anyway, becaus¢ 
of a hopeless financial situation. 

The ruling says nothing about con 
glomerate mergers—in which companies 
in unrelated fields join enterprises 
¢ Undefined Issue—Actually, a con 
glomerate merger has not been defined 
as yet by the courts. And the govern 
ment antitrusters have not yet specifi 
cally attacked one under the merge 
law, though several pending cases may 
raise conglomerate aspects. 

The law is not clear on whether a 
chain grocery store, for example, would 
violate the merger law through a con 
glomerate type of acquisition in which 
it buys into a new market by taking 
over a local chain of stores. 

Nor is the law clear on a. more r 
mote type of conglomerate, where one 
company moves into one line or in 
dustry after another through the merge: 
route. The antitrusters suspect they 
could attack such a string of mergers, 
since competition could be affected in 
any one or all of the industries in 
volved. Antitrusters suggest such a 
move by a big company into an un 
related field could transform an industry 
previously made up of small companies 
into one dominated by giants. 

But, so far there has been no indi- 
cation the government will go to this 

int to file a case. And nothing in 
the Bethlehem case raises this issue. 
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In Business 


Advisory Council Says Social Security 
Is Shortchanged on Special Treasury Bonds 


Social Security is being shortchanged on its $18-billion 
investment in special nonmarketable Treasury securities, 
according to a report this week by the 13-man Advisory 
Council on Social Security Financing. 

hese special issues—main repository for Social Secur- 
ity's $23-billion fund—return little more than 24% while 
the ‘Treasury's regular bonds now yield around 33%. 
The Advisory Council wants the law changed so that 
the special issues will yield as much as marketable issues. 
This would have two effects: 

¢ It would add about $22 
to Social Security. 

* It would help the government bond market, by 
encouraging the ‘Treasury to buy marketable bonds for 
the Social Security account, when the market is falling. 

In other respects, the Advisory Council gave Social 
Security a clean bill of health. 


25-million in annual interest 


Mail Order Winter Prices Slashed; 
Sears Cuts Deepest, Averaging 13% 


Leading mail order houses have made substantial cuts 
in the average prices in their winter sale catalogues. 

Sears, Roebuck took the deepest slice, an average 13% 
below its latest general catalogue. Home furnishings and 
wearing apparel were down 15%. 

Montgomery Ward’s winter price cuts averaged 10%, 
and covered 16,042 items. Heavy lines were down 
14.37%, apparel or soft lines 11.43%, and home furnish- 
ings 6.6% 

Aldens also had average 10% cuts, with nationally 
advertised appliances as much as 38% below manufac- 
turers’ list prices. 

Spiegel prices were down 2% to 24% from the year 
before. 
ee e e 


Airline, Newspaper Strikes Depress 


Miami Beach Xmas, Cloud Its Future 


Miami Beach hotels and motels lost between 10% 
and 20% of the business they expected during Christmas 
week, under the twin impacts of strikes that have Eastern 
Air Lines still grounded and that kept New York without 
newspapers for 17 days. 

Normally, Christmas week, with the kids out of school, 
is the year’s biggest in number of visitors to Miami and 
Miami Beach, though the dollar take is sometimes larger 
with the higher rates in effect later in the winter. 

It’s estimated that Eastern would have brought 177,000 
visitors to Florida in December. Extra flights by other 
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lines took up 26,550 of this, but a deficit of 150,450 
remained. 

Hotel proprietors are worrying lest uncertainty—real 
or imagined—over transportation will keep more cash 
customers from the north away. Many of them are even 
more alarmed over the effects of the newspaper strike, 
which smothered their promotional material aimed at 
stoking late winter business. 


Dallas Store Turns Yule Gift Returns 
To Gold By Taking on All Comers 


Post-Christmas exchanges are a headache that retailers 
grin and bear. But A. Harris & Co., Dallas department 
store, converted the headache into promotional hay. 

“Didn’t you get what you wanted for Christmas?” an 
ad in Sunday’s papers ran. “Do not fret. All is not lost. 
Tomorrow only, Harris will accept for return any item 
purchased in any store.” 

The result, said executive vice-president Leon Harris, 
was “the heaviest single day’s traffic we’ve ever had.” 
Candidates for exchange ranged from creaky nutcrackers 
to mahogany pants presses and $50 bottles of perfume— 
from stores the country over. 

The lingerie department was the busiest. A saleslady 
explained, “Men tend to buy odd-colored, sexy sleep- 
wear—mostly in the wrong sizes—and their wives and 
girl friends bring it back for something more practical.” 


Business Briefs 


Texas Instruments, Inc., and Metals & Controls Corp., 
of Attleboro, Mass., last week confirmed rumors they 
were planning to merge. Boards of both companies said 
the deal was set in principle, with legal details still to 
be ironed out, and that they hoped to submit a final 
plan to stockholders early this winter. Meanwhile, C. J. 
Thomsen, a vice-president of Texas Instruments, has 
resigned to take over the presidency of M&C. 


Sen. Estes Kefauver (D-Tenn.) this week served notice 
he intends to have a big say in pow: inflation legislation. 
He says his Antitrust & Monopoly subcommittee, which 
has been delving into administered prices for two years, 
will add autos, steel, and perhaps drugs, bread, alumi- 
num, and farm machinery to the list of industries it 
intends to scan. However, Senate Democratic Leader 
Lyndon Johnson has announced he will turn over a 
sweeping anti-inflation investigation to the Joint Eco- 
nomic Committee, rather than to Kefauver’s group. 


To help pay its $67-million admission into the jet age 
—five Douglas DC-8s and 10 Lockheed Electra Turbo- 
props—and to retire $343-million bank loans, Northwest 
Airlines is doing some complicated financing. The com- 
pany is borrowing $40-million from 12 insurance com- 
panies (payable over 20 years), and $32.5-million from 
15 banks, (payable by Dec. 31, 1965). It has also realized 
$11-million from the sale of preferred stock (BW—Dec. 
13’58,p36). The DC-8s are scheduled for delivery in the 
spring of 1960, the Electras next December. 
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EXPANDED TITANIUM SHEET 


“opens up” new savings in corrosive plating applications 


titanium take another important from .015” to .125”, from 14” to 114” diamonds, and 


Now, cost-saving applications for trodes. The new material is available in gauges 
step forward. Expanded titanium * in standard 48” x 96” sheets. 





sheet, recently introduced by Dip baskets Expanded titanium sheet 
Mallory-Sharon, offers interesting possibilities is now available in produc- 
for use in the plating and chemical tion quantities. Prices vary Protective shields 
processing industries. with gauge and strand widths. For further 
Its high corrosion resistance makes _information, write for Technical Data Sheet. 
it ideal for use in acid plating, 
Filters acid dipping baskets, and in pro- M A LLO RY Ss KK A R oO Ri 


tection shields for immersion heating elec- 
MALLORY-SHARON METALS CORPORATION + NILES, OHIO 















TORRINGTON NEEDLE BEARINGS 
FEATURE: 
e full complement of retained roll- 
ers 
® unequalled radial load capacity 


e low coefficient of starting and 
running friction 


¢ low unit cost 

¢ long service life 

¢ compactness and light weight 

¢ runs directly on hardened shafts 


* permits use of larger and stiffer 
shafts 























Here’s W. hy Torrington Needle Bearings 


Provide Maximum Radial Load Capacity 


The Torrington Needle Bearing’s full complement of small diameter rollers 
provides the largest possible number of bearing contact lines in the load zone. 

This feature gives Needle Bearings a higher radial load capacity than any 
other bearing of comparable size. Precision rollers ensure smooth anti-friction 
performance with low coefficient of starting and running friction, to match this 
unequalled capacity. Rollers are positively retained by the turned-in lips of the 
outer shell, permitting simple, economical installation and assembly. 

Torrington experience spans twenty years in design and application of 
Needle Bearings to equipment of all types. This experience is at your disposal 
to help you secure the ultimate in performance built into every Torrington 
Needle Bearing. The Torrington Company, Torrington, Conn.—and South 
Bend 21, Ind. 


TORRINGTON BEARINGS 


District Offices and Distributors in Principal Cities of United States and Canada 


NEEDLE «© SPHERICAL ROLLER + TAPERED ROLLER + CYLINDRICAL ROLLER + BALL + NEEDLE ROLLERS + THRUST 
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SERVICE 


Some pointers on the new Congress that convenes on Jan. 7: 


Democratic majorities will be top-heavy. The close margins of the 
past six years were wiped out in the November Democratic landslide. The 
division in the new Congress recalls the Roosevelt New Deal days. 


In the Senate, 64 Democrats to 34 Republicans, compared with 49 
Democrats to 47 Republicans last session. (Alaska has added two Senate 
seats this session.) 


In the House, 283 Democrats to 153 Republicans, compared with 235 
to 200 last session. (Alaska adds one House seat this session.) 


The leaning will be toward the left, and strongly so, in both House 
and Senate. And this will show up in the voting, especially on the issues 
that have business significance. Most of the new Democrats and even a 
number of the new and newly reelected Republicans will be under heavy 
pressure to vote “liberal” on so-called social and economic issues. 


The session will get off to a slow, disorderly start. 


The “liberals” will challenge House and Senate rules. Their aim will 
be to make it easier to limit debate in the Senate—to outlaw unlimited 
filibustering. On this, both parties will split. But the end results will be 
a change that will make it harder to talk issues to death. In the House, 
the effort will be to limit the power of the Rules Committee—the body that 
decides what legislation reaches the floor and under what terms. 


Reorganization of committees will take time in both houses. 


You will hear a lot about “stacking”’—appointing new committee 
members who will help break up the old GOP-Southern Democratic coali- 
tions and thus set the stage for approval of more “liberal” legislation. 
This will be done in many instances, with the result that many reform 
bills bottled up in the past will now come to a vote. 


All legislation must start afresh. Bills left pending when Congress 
quit last year must be reintroduced and go through new hearing «. 


Leadership upsets are unlikely, despite all the yammering. 


Johnson of Texas will remain as Senate Democratic leader, although 
some of his new colleagues would like to “move control north a bit.” 


Dirksen of Illinois, on the GOP side, probably will take over where 
Knowland left off. The behind-the-scenes power will be Sen. Styles Bridges 
of New Hampshire, head of the GOP policy committee. The Aiken-Case- 
Cooper axis will make a big fuss, but it lacks the votes to take over. 


Rayburn of Texas will be reelected House Speaker, with no challenge. 


Martin of Massachusetts will be returned as House GOP floor leader. 
Younger Republicans would like to replace Martin. But, here again, the 
GOP liberals just don’t have the votes. 


Eisenhower will kick things off with three messages. 


The State of the Union will come first, on Jan. 9. The highlights will 
be the President’s hopes for prosperity with peace and the ticking off of 
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legislative programs the White House considers essential for the near future. 


The budget message will detail objectives. The White House already 
has announced that the budget will be balanced at $77-billion, which means 
that the President will be conservative in the welfare field. 


The economic message will hammer the idea that the economy must 
grow at a rapid rate in future years in order to provide jobs for the rising 
labor force. The emphasis will be on the need for capital expansion by 
private business, but it will be backed by a promise that the government 
will do whatever is necessary to fill any major gap in the economy. 


¥ou can expect a bitter dispute over the budget. 


Democrats already are charging politics. They argue that Eisenhower 
has deliberately cut non-defense spending drastically, in the expectation 
that the Democrats will vote increases. Then, when the extra is voted, 
Eisenhower will charge “Democratic irresponsibility.” 


The results will be higher spending. You get this impression all 
through the government. The Eisenhower figure is a cut of $8-billion . 
below what non-defense agencies figured they would need in fiscal 1960. 


Note these budget implications, important to the economy: 


The current spending rate is close to $80-billion, and sharp-pencil 
experts in the Administration say it will be close to this next June 30. 


This would mean a declining rate in fiscal 1960, the year starting 
July 1, under Eisenhower’s budget. And the steep part of the decline 
would show up in the summer of 1960, just ahead of the Presidential elec- 
tion. This worries some Republicans. They fear it just might bring on 
a recession with the 1960 general elections only months away. 


Pay attention to coming White House reorganization plans. 


Eisenhower conservatives would gain power under the program now 
being talked about at the White House. What the Rockefeller Commission 
has said, in effect, is that the President should have even closer control over 
programs, their costs, and the wherewithal to finance them. 


Maurice Stans, the budget chief, would become top assistant. 


He would be bigger than the ex-aide, Sherman Adams, in policy rulings. 
As the reorganization is now conceived, Stans would be in a position to 
pass on not just dollar-and-cents spending, but also on all programs whether 
administrative or political. 


Note this background: Postmaster Gen. Summerfield is emerging as 
one of the most outstanding and outspoken members of the Cabinet. He 
has criticized the unions publicly, which puts him at odds with Labor Secy. 
Mitchell. Other Cabinet members remained silent when Eisenhower 
announced his budget goal. Most had lost many projects. But Summerfield 
came out and telegraphed congratulations to his boss. And it is Summer- 
field who is Stans’ chief backer. 
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THERE’S A BETTER WAY.. 


Chances are your products will never have to weather 
a raging sandstorm, but where severe abrasive forces 
are encountered, Glidden finishes provide real um- 
brella protection. 


Glidden finishes are custom-formulated to give your 
products the special protection they need against abra- 
sion, corrosion, impact, fading, staining and all other 
enemies of product finishes. 


.to protect your products! 


Should you be faced with a finishing problem, 
Glidden Technical Service will help you find the solution. 
It’s the most thorough and practical in the industry, 
and includes complete problem analyses in your plant 
by experienced technicians. 


Together, Glidden Finishes and Glidden Technical 
Service add up to real umbrella protection, whatever 


your product, process or finishing problem. 


FINISHES FOR EVERY PRODUCT 


The Glidden Company 
INDUSTRIAL PAINT DIVISION 
900 Union Commerce Building « Cleveland 14, Ohio 


“THE GLIDDEN UMBRELLA" 
of protection combines comprehensive 
technical service onl custom-formulation 
of product finishes all industry. 
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1 U.S. industry has more than doubled 


its investment in foreign operations 


since 1950 
30 — 


Billions of Dollars 


om Direct Investment 


Date. Dept. of Commerce 


U.S. Industry Migrates Abroad 
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@ U. S. business has put 
at least $28-billion into its 
operations overseas to turn 


out raw materials and goods. 


@ These operations bring in $30-billion in sales, 


profits of $3-billion—more than all non-military U.S. exports. 


@ And investment overseas—plus sales and profits— 


are set for a swift climb in the next decade. 


LMOST ANY PLACE where U.S. busi- 
A nessmen meet for a drink or a con- 
ference these days you can hear them 
talk of a new phenomenon in industry 
—the overseas migration of U.S. busi- 
ness. 

“Turkey hasn’t much to recom- 
mend it as a site for a new plant,” 
two Detroit executives agreed at a 
lunch-table conversation last week, “but 
we're going to suggest our company 
build a plant there, anyway. . . . These 
days you can’t afford to be the last 
one in.” 

In Philadelphia, the head of a com- 
pany whose exports are slipping told 
fellow-executives: “Americans have 
priced themselves out of -vorld markets. 
The only ways to sell aroad now are 
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to license a foreign manufacturer or in- 
vest in a plant overseas.” 

In Houston, the top executive of a 
manufacturing company boasts of his 
company’s West European production 
and sales operation: “It’s at least twice 
as profitable as our domestic busi- 
ness.” 
¢ Finished Tradition—These few sam- 
ples are drawn from a great volume of 
talk about U.S. companies in foreign 
operations. And all the talk indicates 
that an old tradition of U.S. business 
has been broken. For generations, 
U.S. businessmen have looked inwards 
~at this country’s vast natural resources 
and continental market. 

But in the last few years—especially 
since 1950—that has changed radically. 


2 Ithas put its money into these areas... 


Billions of Dollars 


Latin Western Others 
America Evrope 


The U.S. economy has become firmly 
attached to the outside world. It’s not 
just because of the cold war. Binding 
economic ties have been forged by the 
huge dollar investment that U.S. com- 
pamies have poured into production 
facilities abroad. 

¢ Goals of Investment—This direct in- 
vestment—that title distinguishes it 
from U.S. investments in foreign se 
curities—has gone mainly for: 

e Foreign production of basic in- 
dustrial materials—iron ore, oil, and so 
on—needed here and abroad. 

¢ Manufacturing plants in foreign 
countries, whose products supply for- 
cign markets. (A few of these plants 
ship goods to the U.S.) 

Today, direct investment in foreign 
production far outweighs U.S holdings 
of foreign securities—and it brings in 
higher profits than those holdings. 
Sales in foreign markets of goods turned 
out in U.S.-owned plants overseas now 
exceed by probably 50% the value of 
U.S. export sales. 

The old insular attitude among U.S. 
businessmen is disappearing fast. And 
businessmen have a new lexicon for 
their new activities. They talk of 
“overseas operations’ when they mean 
business done abroad by their com- 
panies’ branches, subsidiaries, affiliates, 
and _ licensees. “Joint venture” is 
the term for a partnership between a 
U.S. and a foreign company, whether 
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3 ...and this kind of business 4 Result, in 1957: Earnings like these 


Billions of Dollars Billions of Dollars 


Petroleum 
Production, 
Mining & 
Smelting 


Manvfacturing, 
including Oil 
Refining & 
Marketing 


Petroleum 
Production, 
Mining & 
Smeiting 


Manufacturing, 
including Oil 
Refining & 
Marketing 


to Tap Markets of the World 


afhliates may be worth 





the U.S. company has a majority in- $50-billion. 





terest or not. “Multiple venture” is a 
foreign operation conducted by a group 
of at least three companies, one each 
from, sav, Britain, France, and . the 


U.S. 


The Growing Market 


Of the 100 largest U.S. industrial 
corporations (ranked by 1957 domestic 
sales) 99 are involved today in one or 
another kind of overseas operation. 

Among these, the oil companies have 
by far the largest stake in foreign lands. 
Standard Oil Co. (N. J.) and its  affii: ites 
invested $889-million in foreign opera- 
tions in 1957. The oil companies are 
joined by the larger U.S. steel com- 
panies and nonferrous metals producers; 
by manufacturers of autos, rubber, busi- 
ness machines, electrical equipment, 
farm machinery, chemicals and drugs. 
food products, and scores of other 
products. 

All told, at least 3,000 U.S. com- 
panies have money invested directly in 
foreign production and distribution. 
Working abroad alongside these operat- 
ing companies are dozens of U.S. 
engineering and contracting outfits, 
management and marketing consultants, 
and the foreign branches of U.S. 
banks. 
¢ Steep Climb—Their total investment 
in foreign branches, subsidiaries, and 
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here is no precise figure. The Com- 
merce Dept. figures U.S business has 
28-billion invested directly abroad, but 
it doesn’t count operations in which 
U.S. companies have less than 
ownership. 


25% 
It also bases its figures on 
book values, reckoned on the original 
plant cost. But the Commerce figures 
are a guide to what’s been happening in 
the last few vears: They record a climb 
from $12-billion to an estimated $28- 
billion in direct investment since 1950, 
with a good part of the increase financed 
by reinvested earnings. 

Out of that investment came sales 
that probably totaled $30-billion in 
1958. Earnings in 1957 were $3-billion. 
Only a decade ago, sales produced 
by direct foreign investment probably 
were about $12-billion. 

In contrast, sales of U.S. non-mili- 
tary goods exported to the rest of the 
world are sp from $12-billion in 1949 
to $17-billfon last year. 

¢ Boosts Ahead—That contrast explains 
why many U.S. executives now predict 
a doubling in sales from foreign opera- 
tions in the next 10 vears. At the same 
time, they doubt that exports will in- 
crease by as much as 50% in the next 
decade. 

There is more than the recent statis- 
tical trend to support a projection of 
$60-billion in foreign sales by 1968. 
Almost every day American industry 


is staking hard cash on such expan 
in foreign sales. 


U.S. manufacturers have their 
on investment opportunities all 
the world, with Western Ew 
Common Market a favorite target 


Among their current investment 
ects abroad: 

¢ Timken Roller Bearing Co 
going after Common Market busin 
with a new $10-million roller bearing 
plant at Colmar in France. 

e Monsanto Chemical Co. is build 
ing its Common Market base in Ital 
in a partnership deal with Socict 
Edison of Milan that involves 
petrochemical facilities. 

e Aluminum Co. of America and 
Reynolds Metals Co. (which teamed 
up last year with Tube Investment 
Ltd.) are fighting for a controlling 
ownership in British Aluminum, Ltd 
(BW—Dec.6'58,p18). 

¢ Burroughs Corp. is expanding its 
capacity in France to get set for 
Common Market competition. 

e Ford Motor Co. is stepping up 
its operations in Australia, preparing 
(via Ford of Canada) to produce an all 
Australian car that will compete with 
General Motor’s locally produced 
Holden. 

e Kaiser Engineering Corp. is go 
ing into wee thea with India’s Birla 
Brothers to build an aluminum plant 

e Smith Kline & French, Philadel 


new 
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5 In Europe, U.S. direct investment has 
grown faster than GNP 


250 


1950= 100 


200 — 


1950 


Dato: Dept. of Commerce & Organization for 


European Economic Gooperetion. 


phia drug manufacturer, is building a 
$2-million pharmaceutical research lab 
in Britain as part of a new American 
effort to exploit Western Europe’s 
research talents (page 37). 
Mutiple ventures also 
news. Take these examples: 
¢ In Venezuela, a new interna- 
tional company—Industria Venezolana 
de Cables Electricos C. A.—is building 
a $9-million cable plant at Valencia 
page 32). Involved in this venture are 
two American companies, two British, 
one Italian, and a group of Venezuelan 
investors. 


are making 


e In Britain, International Syn- 
thetic Rubber Co. (a combination of 
Dunlop, Goodyear, Firestone, and 


Michelin) is building a plant near 
Southampton to produce synthetic rub- 
ber from butadiene, supplied by Esso’s 
huge Fawley complex. 

¢ In Australia, Bendix Aviation 
Corp. has teamed up with Pye Ltd., Sol- 
vex Ltd., Zenith Radio Corp., and Aus- 
tralian interests to produce. carburetors 
and other automotive equipment. 


ll. The Traders’ Fields 


Behind all these investment projects 
are cool profit calculations—and intui- 
tion and a sense of adventure, too. The 
men who must decide how and where 
their companies invest abroad have a 
good deal of old-fashioned entrepreneur 
in their make-up. 

The huge postwar flow of American 
capital into oil production in the 
Middle East, Venezuela, and Canada is 
now an old story. The same is true 
of the smaller but still large investment 
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6 Britain has more U.S. investment dol- 


lars than the entire Common Market 


= 20 
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that has gone into developing foreign 
sources of iron ore and expanding the 
output of copper, lead, zinc, and the 
scarcer metals. 

U.S. investment in the extractive 
field now totals some $8-billion, if you 
take the official statistics, and then com- 
bine the total of direct investment 
in mining and smelting with the 
part of petroleum investment that can 
be attributed to production and trans- 
port (60%). Despite some falling off 
in petroleum investment last vear, the 
$8-billion figure may look small a few 
vears from now. For investment in oil 
production and mining tends to be 
self-sustaining. It is supported and 
largely financed by U.S. and European 
imports. 

The total for manufacturing is $11.5- 
billion if you include oil refining and 
marketing (40% of the petroleum total). 
Here, there are other forces at work— 
the demand for American-type manu- 
factured products in the American-ty pe 
economies that have developed in 
Canada and Western Europe, are now 
appearing in Australia and Mexico, 
and soon will develop all over Latin 
America. Even India is moving in the 
same direction. This broad economic 
trend has created a demand for Amerti- 
can products that can’t be filled by 
exports from this country but can 
successfully and profitably be filled by 
overseas production. 

U.S. investment in other fields is 
relatively small. In public utilities in 
foreign countries, for example, the 1957 
total was $1.8-billion. It’s unlikely this 
investment will grow much in the 
years ahead. Almost everywhere outside 


Depf. of Commerce. 


Billions of Dollars 


Common Others 


Market* 


France, Germany, 
italy & Beaelux 


the U.S., public utilities are controlled 
and financed by governments. 

e Changes at Home—The current mi- 
gration of U.S. capital is giving a new 
dimension to U.S. foreign economic 
relations. In the pa$t these relations 
normally were dominated by export 
considerations. Now, with sales from 
U.S. overseas operations running larger 
—and growing faster—than export sales, 
American industry has a new and direct 
interest in political and economic stabil- 
ity abroad. On the other side of the 
coin, there are signs of a new stability 
in U.S. tariff policy. 

The kind of tough foreign competi- 
tion that American industry now faces 
in its home market (page +0) would 
once have produced a sharp increase in 
American tariff rates. That has not 
happened and it isn’t likely to, largely 
because so many conrpanies realize that 
a broad move to raise U.S. tariffs would 
limit their opportunities for doing 
profitable business abroad. If U.S. im- 
ports were cut by tariff protection, for- 
eign countries would be less able to pay 
the dividends earned by U.S. companies 
operating abroad. Moreover, the for- 
eign companies hurt by our higher 
tariffs would immediately set out to get 
their governments to _ discriminate 
against U.S. foreign operations. 
¢ Global Generator—American private 
investment has become an economic 
generator on a worldwide scale. It is 
helping to stimulate further economic 
expansion in industrial countries such 
as Canada and the nations of Western 
Europe. It is also priming economic 
development in Latin America and 
other underdeveloped areas of the non- 
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Communist world. Because it is a factor 
in the cold war, Congress now is con- 
sidering ways of giving overseas investors 


a better break on taxes. 


The Big Attractions 


American manufacturing companies 
—the producers of capital goods, con- 
sumer goods, and a wide range of chem- 
icals and pharmaceuticals—are looking 
most avidly today for investment oppor- 
tunities abroad. 

In Western Europe, U.S. companies 
are jostling each other, and European 
companies, for position in the Common 
Market and in the proposed Free Trade 
Area. American postwar investment in 
Western Europe has been concentrated 
in products where U.S. manufacturers 
had a development lead, either in the 
product itself or in production methods 
—for example, autos, business machines, 
oil equipment. U.S. investment in such 
fields is still expanding. But perhaps 
the biggest push today is in chemicals 
(especially petrochemicals) and elec- 
tronics. 
¢ Aim at a Market—Whatever the area 
or the product, the aim of a company 
that invests abroad is to hold or enlarge 
its market position, or to find a new 
one. 

Often it gives a U.S. company a 
means of getting behind a tariff or cur- 
rency wall that » ne out U.S. imports. 
That’s why many U.S. companies in- 
vested in Britain’s dollar-short economy 
right after the war. Some companies are 
moving now into the Common Market 
in anticipation of tariff changes that 
could sake exporting to Europe a tough 
proposition. With others, the start of 
the Common Market has provided 
sense of urgency in putting the final 
O.K. on investment plans. In Europe 
today, you often hear this comment 
from the executives of American com- 
panies: “We've been planning this in- 
vestment for some time, but now with 
the Common Market we figure we 
can’t stall any longer.” 

In Latin America, tariff barriers and 
exchange restrictions are almost always 
a factor. Once they've established them- 
selves in Latin America many U.S. 
companies fight hard to get tariffs 
raised against their U.S. and European 
competitors. 

But the chief reason behind most 
investment by U.S. companies in for- 
eign-based plants is the promise that 
with a foreign plant the company can 
tap a new market. 

The foreign traders have developed 
some criteria to help them decide where 
and when to invest in a plant abroad. 
First, there has to be existing or poten- 
tial demand. Possibly next in impor- 
tance are government regulations on 
what capital equipment, materials, or 
parts they can bring into the country. 
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Then there’s the problem of getting 
guarantees from some foreign govern- 
ments that profits can be transferred 
into dollars and capital repatriated. 

¢ Profit Edge—Pushing up sales totals 
has as much—perhaps more—fascination 
for the executives who head foreign 
operations as for any other businessmen. 
These foreign traders will tell you that 
a 5% addition to consolidated gross 
sales that comes from overseas opera- 
tions often builds up the over-all profit 
margin by a much larger percentage. 
The foreign sales of some big U.S. cor- 
porations run to 50% or more of total 
sales and contribute more to profits 
than domestic business does. 

Comparative costs of production in 
the U.S. and various other countries 
are naturally a crucial factor in any 
company’s investment calculations. And 
most executives would agree with a 
dictum of Professor Roy Blough, head 
of the International Dept. of Columbia 
University’s Graduate School of Busi- 
ness: 

“It is not enough,” savs Blough, “to 
stop with a comparison of hourly wage 
rates . . . worker efficiency is. partly a 
matter of the skill, industry, and disci- 
pline of the workers; partly a matter of 
the quality of management; and partly 
a matter of the capital emploved 
raw materials, components, and sup- 
plies of various kinds also enter into the 
cost computation, as do transportation, 
power, water, and other services.” 
¢ Computing Costs—A study of com- 
parative costs here and abroad has just 
been published by the National In- 
dustrial Conference Board. According 
to the NICB report, which balances 
out labor, material, and overhead costs, 
it is only in Britain and Western 
Europe that U.S.-owned plants have, 
on the average, any substantial cost 
advantage over similar plants in the 
U.S. In Canada, Latin America, and 
Australia, the NICB study finds that 
costs are higher in most cases—largely 
because of higher material costs. 

The cost advantage across the At- 
lantic is being stressed frequently these 
days,. whether executives are talking 
about investment plans in Europe or 
the threat from European competition 
in the American and the world mar- 
kets. 

Ford’s Board Chmn. Ernest R. 
Breech says: “Traditionally, American 
industry has been able to meet and 
beat wage competition because of its 
greater capital investment, its superior 
plant, equipment, management meth- 
ods, and economies of scale.” In 
Europe, says Breech, “we have now 
largely lost this advantage, particularly 
in industrial production. . . . Wage 
differentials alone will become in- 
creasingly significant to American 
manufacturing industries.” 

Breech gives these figures: A Ford 


assembly worker’s wage in Detroit is 
$2.44 an hour, excluding fringe bene- 
fits; in Britain, the wage is $1.05; in 
West Germany, 69¢. 

¢ Tooling Up—In a foreign plant it 
usually takes a lower capit: iT investment 
to get an equivalent amount of pro- 
duction. To tool the average plant in 
Britain costs one half as much as in the 
U.S., and the plant itself costs about 
half that of an equivalent U.S. plant 


IV. The Rough Spots 


It is not at all easy sledding abroad, 
by a long shot. In many industric 
there are serious problems to be solved 
—from getting adequate labor to getting 
quality components from subcontractor 
A few regular European buyers of ¢ 
tain U.S. goods take a somewhat dim 
view of the same product when it | 
produced in Europe. They would pri 
fer to pay a little more to have th 
product shipped from the U.S 

American companies s© es run 
into nationalistic resentment. la han 
dling labor, the American _ record 
abroad is almost universally good. 

But that is not always so in relations 
with local business and government 
In some countries it is almost essent 
to team up with a local company in 
a joint venture. That’s true in India 
(until recently it wasn’t even possib! 
to get a majority interest in a compan 
there) and it’s increasingly so in Latin 
America. Even in Western Eu 
joint ventures are becoming comm: 

Some U.S. corporations, includi 
General Motors, refuse to go along with 
the partnership idea. These compan 
insist on operating through wh 
owned branches or subsidiaries. Oth« 
companies operate on a wholly own 
basis in one country, on a majorit 
basis in a second, on a minority basis 
in a third, and with a licensing arrang 
ment in a fourth. Frequently U.S 
companies turn their royalty rights into 
a small equity position. 
¢ Diplomacy—Some U.S. executiy 
with long foreign experience believe that 
it doesn’t pay over the long-term for 
American companies to get more than 
20% to 25% of the business done b 
their industry in any single foreign coun 
try. These men point to the C anadia 
resentment of the dominating aeaitien m 
American companies have in many 
Canadian industries. 

Some Canadians irately complain that 
U.S. industry invaded Canada on the 
basis of “the overflow theory.”” Accord- 
ing to this theory, a mass-production 
company in the U.S. sees Canada not 
as a separate country but as an overflow 
market. If the market can’t be tapped 
by shipment of surpluses from U.S 
plants (because of tariffs or for other 
reasons) the U.S. company moves over 
the border into branch operations that 
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can draw on the production, manage- 
ment, and marketing knowhow of the 
parent company. 

Whatever the difficulties, there are 
plenty of riches for U.S. companies in 
foreign operations. Some have drawn 


steady profits for years from their over- 
seas plants; others are just now organiz- 
ing to take advantage of new openings. 
For two case histories of how U.S. busi- 
ness operates abroad, read the next parts 


of this Special Report. 


Venezuela's Market Prompts 
U.S. Into Multiple Venture 


oO” of the newest of international 
companies promises big sales and 
good profits for its owners. It’s only just 
getting into business—indeed, it was lit- 
tle more than a paper project 18 months 
ago. 

Last month, this company with a 

complex corporate structure and a long 
Spanish name began producing heavy 
cables for power transmission and com- 
munications at a new plant at Valencia, 
Venezuela. 
* Snowball Growth—The company is 
called Cabel, for short. Its full name is 
Industria Venezolana de Cables Elec- 
tricos C.A. And it’s a first-class example 
of an operation that started as a joint 
venture with two owners and snow- 
balled into a multiple venture owned 
by a group of six. 

It was first put together by General 
lire & Rubber Co., and Ceat Cavi, 
S.P.A., a large Italian cable producer. 
Now its ownership also includes one 
U.S. and two British cable manu- 
facturers and a group of Venezuelan 
investors. 
¢ Current Split—Ownership of the new 
company is still subject to reshuffling 
because of pressure from more Venezue- 
lan private investors who want to get 
a piece of it. But for the present, Cabel 
is divided this way: 

General Tire & Rubber Co. and 
several Venezuelan private investors 
acting largely through General Invest- 
ment Co. (about 19%); General Cable 
Corp. (about 27%); Ceat Cavi S.P.A. 
of Turin, Italy (about 27%); British 
Insulated Callender’s Cables, Ltd., and 
Telegraph Construction & Maintenance 
Co., both of Britain (about 27% to- 
gether). 

The company’s new Valencia plant 
is currently producing bare cable for 
overhead power lines, an item protected 
by Venezuelan tariffs. Before going 
into full production, however, the 
owners also want tariff protection on 
their main product, heavy covered ca- 
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bles. They expect to get favorable ac- 
tion soon. 

With this asset, Cabel hopes to get 
a corner on Venezuela’s huge utility 
program, including plans for expan- 
sions of power distribution and _tele- 
phone systems and for building of new 
generating plants. 
¢ Beginnings—Cabel was first the brain- 


child of Ceat Cavi of Turin. In mid- 
1956, the Italian industrial giant— 
maker of tires, textiles, cables—con- 


cluded a survey of the Venezuelan 
market. Impressed by the countrv’s 
growing power needs, its wealth of 
foreign exchange—and the fact there 
was no local manufacturer—Ceat’s top 
executives planned to build a plant near 
Caracas. Then they decided to get in 
touch with General Tire’s Vice-Pres. 
Cyril F. O'Neil, head of General’s 
foreign operations. 

Consulting with General Tire was a 
natural move for the Italian company 
to make. Ceat had close relations with 
General Tire, stemming from past 
licensing agreements. It also knew that 
General Tire had a wealth of Venezue 
lan experience—Gencral ‘Tire was one of 
the first foreign industrial companies to 
enter Venezuela, when it established its 
tire subsidiary, Cauchos General, in 
association with local investors in 
1941. 

The upshot of conversations was that 
General Tire not only advised Ceat, 
it joined the venture. Beyond that, 
the tire producer brought in a group 
of local investors led by industrial ty- 
coon Eugenio Mendoza (BW—Apr.19 
’58,p104). General Tire’s group agreed 
to put up about 20% of the capital, 
the bulk of it from local investors. 

Ceat’s engineers began inspecting 
plant sites and canvassing suppliers of 
raw materials. Right away, the enter- 
prise began to snowball. General Cable, 
which was also quietly considering 
building a cable plant, got wind of the 
project and negotiated for a piece of 
the venture. Soon after, the two British 
companies, which had old-established 
sales and engineering operations in 
Venezuela, hurriedly bought stock to 
protect their share of the market. 
¢ Men for Job—In addition to capital, 
the participating companies supply 
management and_ technical men. 


How savings multiply 
with new Gates 
Super HC V-Belt Drive 


The cost of a new Gates 
Super HC V-Belt Drive is as 
much as 20% less than the 
cost of a drive of comparable 
hp using present V-belts. But 
the lower cost of the drive it- 
self is only the initial pur- 
chasing economy. 

Further economies are real- 
ized on drive equipment, such 
as housings and bases — econ- 
omies in materials, produc- 
tion time, shipping costs. 


Shown below are space savings of a 
typical installation ... 

















Present Super 
Drive HC Drive 
DriveR Sheave 7.4 5.3 
WriveN Sheave 20.0 14.0 
Center Distance 42.9 30.0 
Belts 4-B128 | 3-3V900 

















Sheave diameters and center distance 
of new Gates Super HC V-Belt Drive 
compared with present drive. 


Face width of new Gates Super-V 
Sheave (left) compared with present 
sheave 


Super HC V-Belts also have 


these important Gates features... 


1. Flex-Weave Cover (U.S. Pat. 
2519590) A Gates exclusive. 
Makes cover more flexible .. . 
prolongs belt life. 

2. Concave Sidewalls (U.S. 
Pat. 1813698) become straight 
as belt bends insuring uniform 
contact with sides of groove. 
Uniform contact means less wear 
...far longer belt life. 

3. High Electrical Conductivity 
is built in for safer drives in 
explosive atmospheres. 

4. Oil, Heat and Weather Re- 
sistance is insured by use of spe- 
cial rubber compounds. 
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New high capacity V-belt 
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NEW, COMPACT GATES SUPER HC DRIVE 















































PRESENT V-BELT DRIVE 


Makes drives far more compact... 
cuts cost as much as 20% 


Here is a major advance in the field of power tiple V-belt drive you can put on any machine! 
transmission — the fully proved Gates Super HC Sheave diameters can be reduced up to 50%, sheave 
V-Belt, developed in the world’s largest belt-testing widths 30% to 50%, center distances 20% and more! 
laboratories at The Gates Rubber Company. On new drives, the cost of a Gates Super H' 

With the Gates Super HC V-Belt, you can have V-Belt Drive is as much as 20% less than present 
the lowest-cost, lightest-weight, most compact mul- V-belt drives of the same hp capacity! 


Learn More About The Cost-Saving Super HC Drive 


For detailed information on the Super HC Drive, contact your nearby Gates dis- 
tributor or Gates Office for new booklet, “The Modern Way to Design Multiple 
V-Belt Drives.” For utmost space, weight and dollar savings in new drives or 
drive replacements, specify Gates Super HC V-Belts and Sheaves. Stocks 


immediately available in principal industrial centers. 


The Gates Rubber Company Denver, Colorado 
Gates Rubber of Canada Ltd., Brantford, Ontario 


World's Largest Maker of V-Belts a 


Gates Super HC V-Belt Drives 





Competition 
for survival: 


Vi AMepnky [leperHaTb 


(Translation: Even America must be surpassed) 


In the face of the challenge expressed by this Soviet slogan, one of our most important 
weapons is the power of creative production. ARE WE KEEPING THIS WEAPON SHARP? 


It was in the late twenties that they 
first started talking about surpassing 
America. It seemed fantastic then — 
fantastic that this vast, impoverished 
slaveland should aspire to beat us at 
what we do best! 


TARGET FROM THE START 


From the time of that first five-year 
plan, the Soviets have always regarded 
surpassing America’s productivity as 
the key to world domination. 

They have never lost sight of the 
fact that our ability to produce is free- 
dom’s most potent weapon. And that 
is why they dream of exceeding our 
productive pace as a goal for totalitar- 
jan victory. 

THEIR PROGRESS — RAPID 


Authoritative sources agree the So- 
viet economy is expanding at a rate 
roughly twice that of our own. The 
consumer receives less than half of 


total annual output. By contrast, 
about two-thirds of U. S. production 
is in consumer goods. 

Roughly, one quarter of annual 
Soviet output is plowed back into ex- 
pansion of heavy industries, electric 
power and transportation. This rate 
of reinvestment is approximately 40% 
higher than the U. S. rate. 

In their all-out drive for economic 
mastery, the Communists have racked 
up notable successes. Observers report 
there is nothing flimsy about the So- 
viet industrial product, nothing hap- 
hazard about their production tech- 
niques. 

OUR ANSWER — CREATIVE 


Can American industry win out 
against the massed productivity of 
Soviet slave labor? Of course it can! 

Creative production has always been 
the strength of America. Born of free 
competition — nurtured by recogni- 


tion of the individual rights of man — 
this creativity thrives on challenge. 
Its versatile change of pace has been 
proved in wars, both hot and cold. 


THE THREAT OF OBSOLESCENCE 

In this time of competition for sur- 
vival, America’s creative industries 
are faced by the clear and present 
danger of obsolescence in plant and 
equipment. 

This threat results from several fac- 
tors. Increasingly high taxes and op- 
erating costs leave less and less to plow 
back into modernization and expan- 
sion. And the current depreciation rate 
is such that manufacturers often can- 
not write off equipment investment 
fast enough to capitalize on new de- 
velopments. They are virtually forced 
to make-do with out-moded machinery. 

In the face of the Soviet challenge, 
there’s no place for withering obsoles- 
cence. Our industry has the creative 
talents to push far ahead of Soviet 
progress. It must also get the tools to 
make the most of these talents. 





Competition for survival (CONT'D) 


Here’s one company’s 
reaction to the challenge 


CREATIVE PRODUCTION 
has always been the driving 
force at A. O. Smith. In all 
kinds of economic weather, 
this company’s success has 
stemmed from a skillful, per- 
sistent search for a better way 
... amore efficient way to make 
wroducts that range from resi- 
lential water heaters to farm 
feed processing units, from line 


| The coil you see was built by A. O. Smith 
) “to cool off the hot stuff” from an atomic 
submarine’s reactor® This heat exchanger 
| serves as an important safety device 


pipe to guided missile compo- 
nents. 

A. O. Smith’s research and 
engineering skills are ready 
today — to help meet the chal- 
lenge of competition for surviv- 
al. Shown here are just a few 
examples of what happens when 
A. O. Smith applies its creative 
search for a better way to modern 
production problems. 


aboard the sub. In event of reactor emer- 
gencies, the heat exchancer contains and 
cools off the hot atomic fuel until it is 
ready for re-use or disposal. 


*This project was under the direction and in technical cooperation 
with the Naval Reactor Branch of the Atomic Energy Commission. 


A. O. Smith has paced the progress of 
modern production welding from its incep- 
tion. Photo shows “button welding” of 
automotive chassis frame components. Our 
revolutionary constant potential process 
cuts capital investment well below the cost 
of other resistance welding methods. 


5 
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High-pressure fuel tank for the Navy Polaris missile emerge 

a heat treating oven at A. O. Smith. The company also fat 
stabilizing devices and other components for the Army Nike-Z 
and the Air Force Atlas among others. 


Even the tool room benefits from a creative 
concept. Organization of all basic machine 
tooling in a single 2%-acre area has brought 
vastly important efficiencies to all A. O. Smith 
manufacturing units. Here, metalworking crea- : bic na 7 : 


tivity is applied to more than 4000 tons of tool 


steels and castings each year. 
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Want to know more about 

the productive creativity of 

A. ©. Smith and how it can help you? 
Write for Bulletin 1-19. 


Through research ... a better way 


@ a 
OR F N 


MILWAUKEE 1, WISCONSIN 


+ where creative skill with steel serves 
you through better products and processes 
for home, farm, industry and government. 


A. 0. Smith INTERNATIONAL S.A., Milwaukee 1, Wis., U.S.A. 








Cabel’s chief executive officer, for ex- 
ample, is president of General Tire’s 
subsidiary, Cauchos General. General 


Cable and Venezuelan investors are 
each represented by a vice-president. 
And Ceat’s former sales manager in 
Venezuela is now Cabel’s general man- 
ager. Nearly all technical men came 
from General Cable. 

With a designed annual capacity of 








$9-million worth of bare and covered 
heavy cables and no local competitor, 
Cabel’s future in Venezuela looks 
bright. So much so that, according to 
Caracas observers, the company’s most 
pressing problem now is not markets 
or even tariffs, but how best to handle 
Venezuela’s growing nationalism—in 


the form of demands for more Vene- 
zuelan ownership. 
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The World’s Agriculture Makes 
I-H an International Company 


| eon HAVE changed since Interna- 


national Harvester Co. sometimes 
racked up a yearly export of 15,000 
farm tractors from its U.S. plants. Now, 
more I-H wheel tractors are being sold 
abroad than ever before; but the exports 
from the U.S. to overseas distributors 
run around 1,000 a year. 

lo I-H, this is just one example of 
a trend that has been developing for 
years. Since the Korean War, exports 
have struggled to hold their own. In 
some specific items—as with tractors— 
the volume has diminished. 

Meanwhile, manufacture abroad has 
been on the upgrade, and will continue 
to climb. And I-H, with a vast complex 
of wholly owned foreign subsidiaries 
plus an export company to promote its 
products wherever they may be made, 
is in a good position to move with this 
trend—and still export out of the U.S. 
wherever there is an opening. 
¢ Sales Ratio—I-H officials concede that 
it’s difficult to keep both export sales 
and sales by foreign subsidiaries going 
up simultaneously. The figures tell the 
story. For fiscal 1958, ended last Oct. 
31, sales of exports from the U.S. by 
I-H Export Co. are expected to be just 
above $100-million, compared with an 
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average of $130-million for the two 
previous years. 

On the other hand, sales by I-H’s 
18 wholly owned overseas subsidiaries 
will be about $400-million if you in- 
clude sales in Canada of I-H’s Canadian 
subsidiary. 

Total sales abroad will amount to 
about half the sales by the parent com- 
pany, which are expected to total around 
$1.1-billion for 1958. 

Actually, the dollar drop in sales 
from domestic sources to overseas out- 
lets isn’t startling, because the nature 
of I-H’s exports is shifting to machines 
that are more complex and more expen- 
sive. Also, as I-H increases its overseas 
manufacturing—as it did last summer 
when it acquired a third plant in 
Australia—the company penetrates fur- 
ther into world markets. 
¢ Expansion in Australia—l-H, which 
sells every place outside the Iron and 
Bamboo Curtains, established many of 
its foreign subsidiaries early in the 
century, and ever since has been adding 
to its overseas facilities. 

The latest of these additions, at Port 
Melbourne, Australia, involves an ex- 
penditure of about $1.5-million. The 
new plant was acquired through pur- 


chase of Fowler Engineering Pty., Ltd., 
a division of Fowler Construction Ltd. 
It already is making earthmoving ma- 
chine components, and eventually will 
take over the manufacture of some of 
the bulldozer blades and other equip- 
ment from I-H’s Geelong Works, near 
Melbourne, and will produce some 
products that I-H hasn’t been making 
in Australia. 

In sales by overseas subsidiaries, 

Australia is second only to France. 
Like France, the merchandise sold by 
the Australian subsidiary to dealers is 
composed of products from its own 
plant, imports from I-H in the U.S., 
and from Britain. 
e The Complex—With the Port Mel- 
bourne facility, I-H now has 16 manu- 
facturing plants outside the U. S.—three 
each in Australia, France, and Great 
Britain; two each in Canada and Ger 
many; and one each in Sweden, Brazil, 
and Mexico. There are two assembly 
locations in Argentina and one each in 
Cuba, New Zealand, the Philippines, 
and South Africa. The 450 contract 
distributors of the export company sell 
in 137 countries, and there are 55 
district offices under the 18 overseas 
subsidiaries. 

The largest I-H subsidiary is Interna- 
tional Harvester Co. of Canada, Ltd., 
with sales of over $100-million. 
¢ Sitting Pretty—With its European 
setup, I-H feels in a particularly advan- 
tageous spot so far as the European 
Common Market is concerned. It has 
been in the ECM area for decades. 

“The current rush by American busi- 
ness to get into the Common Market,” 
says an I-H executive, “is recognition 
that you have to be in it, producing, or 
on the outside working under a handi- 
cap. We're in it.” I-H long has cor- 
related its European activities, princi- 
pally between France and Germany. 

Of its overseas areas, I-H expects only 

Europe to show gains for 1958. The 
others probably will be down some from 
1957, although the African-Middle East 
region, where sales are mostly through 
jobbers, will be about the same. Can- 
ada’s sales will be about 12% below 
the previous year’s $142.2-million. And 
the export company’s sale of parent 
company goods to subsidiaries is ex- 
pected to run 20% below the $96.6- 
million shown in 1957. 
e Policy—In general, the subsidiaries 
develop their own programs of expansion 
and development. International Har- 
vester Co. of Canada, for example, will 
purchase British-made diesel engines for 
its trucks from Rolls-Royce of Canada 
(BW—Dec.20'58,p76). And each of the 
foreign operations, like those of most 
U.S. companies, is staffed almost en- 
tirely by nationals. I-H estimates its 
total overseas employment at nearly 
27,000, of which not more than 115 
are Americans. 
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Europe's Labs Bring More for a Buck 
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Migration overseas brings U. S. 
industry research at cheaper 
rates than it can get at home. 
There’s a chance to tap 


Europe’s research specialties, 


sometimes to get work done faster than in the U. S., and always 
to spread the world’s scientific knowledge. 


¥ ITS MIGRATION abroad, U.S. in- 
dustry is reaching out to tap foreign 
research. U.S. companies are contract- 
ing with European universities and 
other research centers for R&D work. 
They're also setting up their own re- 
search centers in Europe to gain ad- 
vantage of lower research costs. 

Altogether, U.S. industry is spend- 
ing some $200-million a year on research 
and development done in Western 
Europe. That’s about as much as U.S. 
companies earn each year by selling 
their manufacturing knowhow through 
licensing agreements with foreign com- 
panies. 
¢ Rush to Europe—There has been a 
tush in the past year by U.S. business 
to get the benefit of the talent available 
today in Europe’s research centers. 
Says one contact man from a U.S. 
company, who commutes back and 
forth across the Atlantic: “Visiting 
Europe’s top scientific institutions these 
days is like spending a weekend at a 
big U.S. university—you find most of 
your competitors are calling at the 
centers, too, or else they've passed 
through the previous week with check- 
books in hand.” 

Among signs of U.S. industry’s rush 
to draw on European research talent: 

e Late last month, Smith Kline & 
French, the Philadelphia drug manu- 
facturer, decided to build a $2-million 
research laboratory near London. Work 
done in this lab will supplement the 
company’s Philadelphia research work, 
but more important, it will give the 
company a direct link with European 
drug research. 

e Early in 1958, Franco-American 
Research Corp. was formed to be a sort 
of booking agent for U.S. companies 
that want research done in France and 
other parts of the Common Market area 
of Western Europe. 

¢ Armour Research has been step- 
ping up its European activities, espe- 
cially in projects supported jointly by 
several U.S. companies. Armour offers 
a package deal: a listening post in 
Europe, consulting facilities, and an 
agency for licensing arrangements. 

Battelle-Institute, e. V., in Frankfurt, 
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West Germany, has been in this busi- 
ness probably longer than anyone else. 
It lists among its many American clients 
several big companies, including Arm- 
strong Cork and Johnson & Johnson. 


|. Costs and Knowledge 


U.S. military research outfits that 
set up shop soon after the war helped 
pioneer the present transatlantic re- 
search push. The Air Force Research 
& Development Command runs an 
office in Brussels; the Army has one in 
Frankfurt, and the Navy is in London. 
Some Air Force people claim their 
research money goes four times further 
in Europe than at home. 

When the Air Force first opened its 
research office in Brussels, it let out con- 
tracts for only a couple of dozen proj- 
ects, most of them small, and the total 
value of them amounted to only a 
tew hundred thousand dollars. But now 
the Air Force has hundreds of different 
research contracts placed with Euro- 
pean scientific groups, which receive 
some $5-million for their work. The 
amount and the number of contracts 
are likely to keep growing steadily. 

When pinned down to the specific 
reasons why they have turned their 
research sights on Europe, U.S. coim- 
panies are disarmingly matter-of-fact. 

Most commonly they cite lower costs 
as the reason. Research has become a 
fantastically expensive business in the 
U.S. Some $11-billion will probably 
be spent on research in the U.S. by 
industry, government, and universities 
in 1959. But abroad, salaries of com- 
petent research scientists are lower, 
overhead is less, equipment and lab 
space are cheaper. 
¢ Fast Work—Industry can often get 
research done faster abroad. Many 
U.S. companies, when they're unable to 
handle a project in their own labs, face 
long delays if they want a research 
institute here to take on the project. 
Their closest competitors are sometimes 
lined up in front of them at the door 
of the top U.S. independent labora- 
tories. ““There’s no point in going to 
a second rate U.S. lab to get the job 


done,” points out one research vice- 
president. “That's just throwing money 
down the drain. The best ones have 
too much work to handle now.” His 
company decided to let out the proj- 
ect to a university in Germany or 
Britain. Says the vice-president: “So far 
it looks like a gold mine. Not only are 
we getting more for our money than 
we ever did in the States, but it’s been 
a shot in the arm for our own research 
ers, too. We've started sending them 
over in small groups to talk to cur con 
sultant scientists abroad. It’s stirring 
everybody up with fresh ideas and ap 
proaches.” 

¢ Escaping Muddle—The growing pat 
ent muddle in the U.S. (BW—Dec.27 
’58,p40) prompts one large chemical 
company to send some of its research 
work to European institutions. “In 
certain fields in which we have heavy 
capital investments the patent situa- 
tion is so muddy that we wouldn't dare 
put out R&D contracts here,” says the 
company. “Abroad it’s different. It’s 
easier to protect the results of you 
labors until vou find where you stand 
and get a patent grip on a new product. 
We will increase our foreign R&D ex- 
penditures by about 100% in 1959.” 

And finally, Europe has more talent 
than the U.S. in some fields of re- 
search—in powder metallurgy, solid state 
physics, for example. In fields such 
as medicine, petrochemistry, chemistr 
and electronics, U.S. research leads 
the world. But the U.S. is still some- 
what weak in some areas of mathe- 
matics and physics. 
¢ Invitations—Some foreign govern- 
ments positively encourage U.S. com- 
panies to come to their countries for 
research. After World War II, Ger- 
many was appalled by the numbers of 
her scientists drained off to the U.S. 
and Russia. So Germany and her Euro- 
pean neighbors have been courting 
R&D contracts as a means of keeping 
their scientists at home. 

A few U.S. companies put research 
work into European centers so they can 
have a listening post in the European 
scientific community. Many of the 
larger U.S. companies—like du Pont, 
General Motors, Union Carbide—have 
kept men in Europe for years for this 
purpose. They're aware that the best 
tips on scientific breakthroughs can be 
caught in just this manner. For smaller 
companies it’s often too expensive to 
maintain scientific listening posts. But 
farming a research project out abroad 
sometimes accomplishes the same pur- 
pose. “It’s getting plugged in on the 
scientific grapevine that counts,” one 
electronics executive points out. 

European reaction to this invasion of 
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its scientific community is mixed. “It 
depends,” says one research vice-presi- 
dent in charge of European operations, 
“how a U.S. company handles its op- 
erations. If it builds friendships inside 
the European community slowly, and 
restricts itself to use of local scientific 
talent by ‘farming out’ particular proj- 
ects, little friction results. If it heads 
into things precipitately, builds expen- 
sive research facilities and then pro- 
ceeds to staff them with U.S. scientists, 
trouble is apt to result.” Consultant 
airangements cause little difficulty. 


ll. A Window on Europe 


Smith Kline & French cites many 
of these reasons for its decision to build 
a lab in Britain. The company mulled 
over establishment of such a research 
organization since the end of World 
War II. But until now it relied on 
joint research with British drug manu 
facturers and informal contact through 
its European sales staff to stay in 
touch with what is going on in Europe. 
In 1956, the company bought A. J. 
White, a London drug manufacturer, 
and set up Smith Kline & French 
Laboratories, Ltd., as a subsidiary. 

Che research institute, which will go 
into full operation with a staff of 40 
in the fall of 1960, will report directly 
to W. Furness Thompson, R&D vice- 
president in the company’s Philadel- 
phia headquarters. Research leads will 
be turned over to both Philadelphia 
and the British subsidiary for product 
development. 

Smith Kline & French is looking 
for a “cross-fertilization of research 
philosophies and approaches” from the 
institute. Pres. Walter Munns says that 
while U.S. programs may be strong in 
some areas—for example, the screening 
of compounds for physiological activity 

“our research colleagues abroad are 
particularly strong in complementary 
scientific disciplines, in this instance, 
basic physiology.” 
° Different Approaches—The drug 
maker wants this window into European 
research to keep up with contemporary 
developments but also to examine 
European ideas and methods. “Beyond 
strengths in individual scientific dis- 
ciplines,”” Munns says, “is the matter of 
scientific philosophies, which can differ 
slightly but significantly. If we can 
share not only strengths but also ex- 
change philosophies, both American and 
British research will be enriched.” 

Thus, Smith Kline & French wants 
to benefit not only from what Europeans 
are doing but what they are thinking 
about. No definite programs have been 
announced but one guiding principle 
will be “no duplication with what 
we're doing at home.” Research will 
be directed largely at leads coming from 
European sources. 
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Trade Is Two-Way-—and |}, 
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ORLD TRADE is no one-way route 

to riches. U.S. businessmen who 
are moving into overseas operations find 
that their profits are good, and that they 
can get profits for the future out of 
new products research conducted in 
E.uropean laboratories. 

But in the U.S., world trade trafic 
in the other direction is heavy, and it’s 
getting heavier. 

he large and rising flow of imports 
into the U.S. worries many companies 
in many industries. Says the president 
of one large construction machinery 
company: “The greatest single problem 
for American business is import com- 
petition.” The charts on these pages 
show he has some grounds for that 
opinion. Foreign countries are playing 
for big stakes in the U.S. market, and 
cvery sign indicates the stakes will keep 
increasing. 
¢ Little Dip—Take this past year as 
an example. While the U.S. continued 
to be a net exporter to world markets, 
the outward flow of non-military goods 
declined sharply from $19.3-billion to 
about $17-billion. But imports, which 
had been rising steadily, dropped only 
a small amount—from 1957’s $13-bil- 
lion to about $12.4-billion. 

More startling, imports of manufac- 
tured goods, from hydro generators to 
cars, continued to increase. Eight vears 
ago they were only 17% of total im- 
ports, now they're close to one-third of 
the total. 
¢ Rapid Recovery—West European and 
Japanese companies clearly have come 
a long way from the early postwar days, 
when Washington was helping war- 
weakened countries get back on their 
feet. Between 1945 and 1952, the 
U.S. government handed out nearly 
$50-billion in foreign aid grants and 
loans. But then, faster than either 
Washington or American businessmen 
expected, foreign companies began 
pushing exports, particularly to the rich 
U.S. dollar market. 

Today, many businessmen would 
just as soon dump the whole idea of 
“Trade, Not Aid.” They say that the 
Trade Agreements Act, first passed in 
1934 and renewed in various forms 
since then, is out of key with the times 
—in view of hard-hitting competition 
here from foreign producers. Last year 


Japan, for one, shipped to the U.S. 
an estimated $700-million worth of 
goods—roughly 25% of its total exports. 

Still, though injured by imports, 
many companies now tend to talk about 
remedies in quiet terms. ‘Top execu- 
tives, such as Emilio G. Collado, treas- 
urer of Standard Oil Co. (N. J.), argue 
that U.S. businessmen must keep the 
door open for imports if they want fair 
treatment from foreign countries in 
producing and selling overseas. 

In fact, the newest wrinkle in bat 
tling imports is U.S. investment in 
overseas subsidiaries, with an eye to 
shipping foreign-made goods back to 
the U.S. The auto industry already is 
doing this—General Motors, for in- 
stance, exporting British Vauxhalls and 
German Opels to the U.S.—as well as 
brass valve producers and even machine 
tool makers, who are talking about ship 
ping to the U.S. from their plants in 
Britain and on the Continent. 


|. Who’s Getting Hurt 


Imports aren’t a general problem fot 
industry. The injury they do may de- 
pend on the product, the industry, o1 
the area of the country. 

The problem areas for U.S. manu 
facturers of window glass are thosc 
close to major U.S. ports, where foreign 
producers can ship by ocean without 
paving expensive rail charges. 

A Milwaukee brass valve company 
says Japanese and German competition 
has grabbed over 30% of the West 
Coast market, and Italians have taken 
up to 20% of the East Coast market. 
Southern steel mills claim they are 
taking a beating from imports because 
the amount of steel coming through 
Texas ports has tripled in the last four 
vears, from 100,651 tons to around 
300,000 tons. 

Except for luxury goods, the price of 
imported products is usually 10% to 
15% lower than comparable U.S. prod- 
ucts; sometimes it’s 30% less. 

A pipe fabricator, with plants in St. 
Louis and Baton Rouge, says: “We lost 
an order for 15,000 tons of 103-in. gas 
pipe to Mannesmann of West Germany 
—the German bid was $25 a ton under 
ours, which was the lowest American 
bid.” Because of price, imported barb 
wire has taken over some 60% of the 
domestic market. Imported stainless- 
steel cutlery and flatware (in lower- 
grade lines) have captured over 50% 
of the U.S. market. 

e Hard Work—Executives who have 
gone abroad to get a closer look at 
their foreign competition don’t . put 
all the blame on lower European and 
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Imports Mean Stiffer Competition 


IMPORTS of manufactured goods are rising. 


How much they hurt, depends on the product and industry 
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Japanese wage scales (BW —Dec.6'58, 
p61). European productivity has im- 
proved rapidly in recent years—and so 
have production facilities and product 
design. Says Pres. Marc B. Rejtman of 
J. I. Case Co.: “A typewriter plant in 
France similar to an American plant 
averages 25% greater output. Peopk 
want to work harder.” 

Some industries injured by imports 
are fighting back strongly. Texas in- 
dependent oilmen have made a long 
fight for restrictive oil import quotas. 
Lead and zinc producers have also won 
bids for commodity import quotas. 

Battling imports isn’t so easy for 
other industries: 

Machine-tool makers hardly noticed 
foreign imports before Korea. In 1948, 
imports were only $1.8-million, in a 
vear when the industry shipped $288.5- 
million worth (including $50.8-million 
in exports). Then, in 1952 during 
Korea, imports soared to $49.9-million. 
The domestic industry itself was at 
postwar output—$1.1-billion. 

After Korea, imports didn’t return 
to the pre-1950 figure (chart, right). 
The dollar figure tell only part of the 
story: If you allow for far cheaper 
prices on most foreign tools, the im- 
ports of around $30-million last year 
took away about twice that amount 
of dollar business from domestic pro- 
ducers. 

Manufacturers of large power equip- 
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ment claim low-cost foreign producers 
give them a hard time (chart). 

(heir gripe is chiefly over power 
cquipment above 100,000 kva. A single 
hydro generator may cost $1-million, 
require much hand labor to build, and 
take as much as six months to complete. 
And some 70% of all orders available 
to the industry come from federal and 
state power projects. 

What has happened, the industry 
says, is that cheap labor has enabled 
such companies as English Electric and 
Switzerland’s Brown Boveri to underbid 
General Electric, Allis-Chalmers, and 
others in the U.S. by anywhere up to 
40%. 


il. A Growing Flood 


There are no easy answers to the 
import problem. The oldest one is tariff 
protection, which Treasury Secy. Alex- 
ander Hamilton favored in his Report 
on Manufactures in 1791. And most 
injured industries or companies still 
argue for higher tariffs—with variations. 

The power equipment makers no 
longer base their argument on quantity 
of imports, but on “circumstances of 
use.” They say that in wartime, foreign- 
built installations such as English Elec- 
tric’s generators at the Chief Joseph 
Dam could not be repaired quickly in 
a breakdown. The window and plate 
glass industry wants flexible tariffs to 
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‘The competitor with 
adequate cash available 
at all times is at a 
distinct advantage...” 


CAN YOUR 
BUSINESS 
USE MORE 
CASH 
WORKING 
CAPITAL? 


When ready cash is the question, 
COMMERCIAL CREDIT has a ready 
answer. Whether your need is short- 
term or long-term . . . whether it is for 
$25,000 or millions . . . an efficient, 
economical and popular* way to meet 
that need is with CoMMERCIAL CREDIT 
funds. 


Efficient because you can usually get 
more cash by this method than other 
sources provide . . . get cash faster, 
normally 3 to 5 days after first contact 

. use cash longer without negotia- 
tions for renewal. Economical because 
the charge is only on the amount 
actually used as your cash require- 
ments vary. 


If your answer to the headline query 
is “yes”... or “maybe” ... the nearest 
COMMERCIAL CREDIT CORPORATION 
office listed below will be happy to give 
you details about “the service offered 
in Business Week.” 








Consult 
Commercial Credit 


BALTIMORE 2—300 St. Paul Place 
CHICAGO 6—222 W. Adams Street 
LOS ANGELES 14—722 S. Spring Street 
NEW YORK 36—50 W. 44th Street 
SAN FRANCISCO 6—112 Pine Street 


COMMERCIAL CREDIT COMPANY subsidiaries, during each of the last 
several years, advanced over one billion dollars to manufacturers and 
wholesalers to supplement cash working capital. During these years, total 
volume of finance subsidiaries amounted to over three billion dollars. 
CAPITAL and SURPLUS OVER $200,000,000. 
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offset the foreign wage differential. Syn- 
thetic organic chemical producers want 
“selective tariffs.” 

But many businessmen think tariffs 
are only a stopgap measure. A steel- 
man Says 

“What must happen is that the stand- 
ard of living must rise in these foreign 
countries, while our costs must stay 
put for a while.” A St. Louis executive 
looks at it the other way: “Our labor 
costs must come down.” 

Many U.S. businessmen will fight 
the increasing flow of imports. Already, 
foreign manufacturers complain that 
they're harassed by the difficulties of 
trading in the U.S. market. 

A German executive says: “Insecurity, 
insecuritv—that’s what we feel all the 
time. One day we find that a com- 
plaint has been lodged against suspected 
dumping. So our goods are blocked at 
the port of entry. Then, an investiga- 
tion. A few weeks, mavbe months, 
even up to a year passes. Nothing is 
proven. Fine. But look what we've lost 
in the meantime.” 

A British businessman complains: 
‘“‘We must find fields where U.S. com- 
panies aren’t already producing. But 
even then, there’s a feeling that if these 
products show too much promise, U.S. 
business will begin making them—and 
then scream for protection.” 

But there are no indications that 
the import wave will lessen substan- 
tially. 

The Japanese are trving to expand 
exports to the U.S. of higher-quality 
goods. Last year, in this effort, they 
sold some $15-million worth of transis- 
tor radios here—five times the amount 
they sold here in 1957. They are 
pressing for sales from coast to coast, 
not just in the large metropolitan mar- 
kets. 

The Germans are reaping earnings 
from sales of Volkswagens, chemicals, 
cameras, and electrical equipment. 
They boosted their sales in the U.S. 
from $292-million in 1954 to $593- 
million in 1957. 

The British racked up a 1957 U.S. 
sales total of $663-million. And $110.9- 
million of that was in cars alone. 





REPRINTS AVAILABLE 

Single copies of this special re- 
port will be available in about four 
weeks to BUSINESS WEEK subscribers 
upon request without charge. Other 
copies will be billed at the follow- 
ing rate: 1 to 10 copies, 50¢ each; 
11-100 copies, 40¢; 101-1,000 
copies, 30¢; over 1,000, prices on 
request. Address orders for reprints 
to Reprint Dept., Business Week, 
330 West 42nd Street, New York 
36, N. Y. 
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Western Europe this week is proving that it’s really back on its feet 
economically. In a concerted move, Britain, West Germany, France, and 
seven other countries now are letting nonresidents convert the pound, mark, 
franc, and other currencies into dollars (page 17). 


Full convertibility won’t come for a while, yet. (That would give resi- 
dents the same rights as nonresidents, and also let capital move freely.) But 
this week’s step will contribute a lot to a smoother-working system of trade 
and payments in the free world. More specifically, it’s bound to have a big 
impact on the operations of U.S. traders and investors. 


Hand in hand with currency changes, France is ramming through an 
austerity program. It signals the second stage of Gen. de Gaulle’s rise to 
power last May. First came the constitutional reform, strengthening execu- 
tive authority and creating the Fifth Republic. Now de Gaulle wants to put 
the French economy on a sound footing. 


Austerity is the brainchild of Finance Minister Pinay. His goal: “Ex- 
pansion within stability,” even at the risk of temporarily slowing France’s 
industrial pace. And he’s getting full backing from de Gaulle. 


On the trade front, Pinay is introducing a three-pronged program: De- 
valuation of the franc (from 420 to 493 per $1), convertibility for nonresident 
franc holders, and removal of quota restrictions on 90% of France’s trade 
with 16 West European countries. 


Net effect is to put the French economy on a more realistic basis, in 
relation to the economies of France’s trading partners. Devaluation should 
help boost exports, hold down imports—and possibly even spur investment 
of foreign capital in France. Liberalizing of trade should ease negotiations 
with the British for setting up a Free Trade Area along with the six-nation 
Common Market. (Common Market began operating this week.) 


Pinay’s domestic program will be a blow to Frenchmen. 


His goal is to keep the budget deficit for this year below the 1958 level. 
He’s eliminating half of the government’s huge subsidies to industry. At 
the same time, he’s hiking taxes on corporate profits, high-income groups, 
and even such precious items as wine and cigarettes. 


The French also will introduce this year a new “heavy franc’”—for 
example, a 10-franc piece with the same value as a 1,000-franc note. That’s 
mostly a psychological move to make the franc seem “harder” in relation to 
Swiss and West German currencies. 


Both Paris and Washington observers are hopeful over Pinay’s program. 


De Gaulle is the first man in years with enough authority to make 
austerity work. Besides that, de Gaulle can count on outside help. Bonn is 
ready to give financial assistance, either with a direct loan or by taking over 
France’s contribution to the new $600-million European Monetary Fund. 
Washington also will step in with aid, if necessary. 

Yet de Gaulle will have a hard time making austerity work—observers 
say—if his government continues spending vast sums on the Algerian war. 
And a French nuclear-weapons program could throw the budget out of 
whack. 


More important, French farmers and unions already are howling. 
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Argentina also is pushing an austerity program. It’s probably the most 
important economic move in the country since dictator Peron’s overthrow 
in late 1955. But Pres. Frondizi’s chances of success are much dimmer 
than de Gaulle’s. 


Argentina has devalued the peso by “freeing” it from the official ex- 
change rate. (Peso is now pegged at around 70—instead of 18—per $1.) 
Beyond that, the government has clamped on new import taxes and credit 
controls as a hedge against a run on the peso. 


Biggest boost for the near-bankrupt economy is this week’s $329-million 
loan package from Washington and U.S. private banks. 


Still, Frondizi may get trouble from restive labor unions. Observers 
here question whether he could survive a head-on collision with labor. 


In Cuba, rebel leader Fidel Castro’s hit-and-run rebellion—now in its 
third year—is flaring into violent civil war. At midweek, Pres. Batista was 
using airplanes and large troop contingents in a full-scale battle with Castro 
in Santa Clara capital of central Las Villas province. 


Castro gradually is getting his way. Militarily, he has moved out from 
easternmost Santiago, his main base, toward the key city of Havana in the 
northwest. (Rebels this week blew up an army ammunition depot in Havana.) 
Then, he has nearly paralyzed the island’s economy by blocking road and 
rail traffic and by cutting telephone lines. 


U.S. companies—with over $800-million invested in the economy—are 
trying to keep on the sidelines. They say, hopefully, that Castro won’t inter- 
fere much with this year’s sugar crop. Yet U.S. companies in Havana admit 
that Castro’s campaign has hurt their businesses badly. 


For the moment, Syria has become the Middle East’s main hot spot. 
Trouble there is really an offshoot of fast-rising Communist influence in 
neighboring Iraq. 


Two months ago, Moscow sent Khaled Bakdash, key Communist in the 
Middle East, to Damascus to undermine Syria’s ties with Egypt. (Egypt and 
Syria are part of Nasser’s United Arab Republic.) Nasser saw the situation 
evolving along the pattern of Iraq—and in Syria he could do something 
about it. 


Last week Nasser clamped leading Syrian Communists in jail. By deal- 
ing roughly with Communists there, he evidently hoped to keep his UAR in 
one piece, and to slow the Communist buildup in Iraq. 


In the long run, Iraq is still Nasser’s main problem. Iraq’s Premier 
Kassem has let Communists into top government posts. This week he 
appointed a Communist as his military aide. Thus, Moscow is getting a 
foothold in the all-important military command of Iraq. 


Washington and West European capitals think that Nasser, bit by bit, 
is learning a lesson about dealing with Moscow. He’s getting Soviet eco- 
nomic aid—but taking a licking from Communists in Iraq. 


The West’s aim now is to heap economic aid on Cairo, and keep mum 
on Nasser’s relations with Moscow. Washington this week signed a $25-mil- 
lion deal to supply half of the UAR’s wheat needs for the coming year. 
London is on the verge of agreeing to a Suez financial settlement. 
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MORE structural steel is available- 


now and in the years to come 











I n 1959 builders of highways, bridges and 

buildings will have available more steel than 
ever before. The steel industry (and Bethlehem Steel 
in particular) has expanded facilities for producing 
structural shapes so that there #s steel for the job. 











RISE IN STEEL INDUSTRY’S PRODUCTION 
OF HEAVY STRUCTURAL SHAPES 


MILLIONS OF 
NET TONS 
10 


9 





1940 42 44 46 48 50 52 54 56 58 60 62 
YEARS 


BETHLEHEM STEEL COMPANY, BETHLEHEM, PA. On the Pacific Coast Bethlehem products are sold by 
Bethlehem Pacific Coast Stee! Corporation. Export Distributor: Bethlehem Steel Export Corporation 


BETHLEHEM STEEL 





We estimate the industry will be able to turn out 
8 million tons of structural steel in 1959. What's 
more, it is estimated that anticipated expansion will 
bring the industry’s capacity up to 9 million tons 
annually by the mid 1960's. 


BETHLEHEM INCREASES CAPACITY 


Since our Bethlehem, Pa., plant is the largest single 
unit producing structural shapes in the country, its 
role is a most important one. 

In 1955, for example, we were caught in a squeeze. 
We had foreseen the increased demand and had 
already started a huge expansion program a year 
earlier. Expansion on such a major scale required 
the shutting down of some facilities, and just at 
that critical period, the boom hit. So while we were 
in the midst of trying to relieve the shortage of the 
future, we were temporarily unable to turn out as 
much as before. 

But it all paid off. Today Bethlehem is able to 
turn out over 3 million tons of shapes each year, or 
about 40 per cent of the entire industry’s total. 

Structural steel zs available, You can plan and 
design in structural steel with complete assurance, 
both now and in the years to come. 
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Economists Raise Their Sights for 


@ And that fact interested them more than scheduled 
discussion of international economics. 


@ Yearend get-together of professional stock-takers 


sees GNP topping expectations of even two months ago. 


@ But few are thinking of any fast-breaking boom, 


and there’s a note of caution about capital spending. 


Since the fall of 1956, when the 
Russians launched their Sputniks and 
almost simultaneously declared  eco- 
nomic war on the West, manv officials 
in Washington (notably at the Penta- 
gon and State Dept.) have complained 
that neither business nor the public 
took the Communist challenge seriously 
enough 

In Chicago, over the Christmas week- 
end, the American Economic Assn. 
tried to get at least the economists of 
the country on the international track. 
The AEA took for the central theme of 
this year’s program this whole broad 
subject—the U.S. Economy in a World 
of Competitive Coexistence, 


ARTHUR F. BURNS, former head of 
Council of Economic Advisers, was elected 
president of American Economic Assn. 


But AEA’s rank-and-file members 
apparently have the same failing that 
Washington attributes to business and 
the public. As it turned out, the main 
interest of American economists still 
centers on the U.S. economy—on the 
recent recession, the 1959 outlook, the 
causes of inflation, government mone- 
tary policy, “bigness” in business and 
labor. This showed up in the informal 
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corridor talk, in the formal discussions, 
and in the way many of the “‘inter- 
national” papers ignored the coexistence 
theme. 

What you really had at this vear’s 
AEA convention, consequently, was a 
double series of meetings—one series 
foreign and the other domestic—with 
no jelling around the central theme that 
was supposed to bring the two halves 
together. 


|. What’s Ahead for U. S. 


Views among professional economists 
on the U.S. business outlook for 1959 
have brightened considerably from just 
a couple of months ago, when the 
“standard forecast” for 1959 called for 
a total gross national product of about 
$460-billion (BW —Nov.8’58,p34). 

At this yearend Chicago convention 
it was clear that, while few economists 
are yet thinking of a fast-breaking boom, 
the great majority have raised their 
sights and are now expecting GNP to 
reach $470-billion or higher in the new 
year. 

Most economists at the convention 
appeared in rough agreement with Ezra 
Solomon, of the University of Chicago, 
who, in the convention’s principal fore- 
casting address, predicted that GNP 
would average $473-billion for the new 
year. By the final quarter of 1959, 
Solomon said, “GNP will be back to 
normal full-employment capacity, at 
about $480-billion.” 
¢ Consumers the Key—The key to 
whether the year would be one of 
moderate or really brisk expansion, said 
Solomon, was the way consumers be- 
have. This would be the critical factor 
affecting not only sales and income, but 
also business spending for new plant 
and equipment, and investment in in- 
ventories. 

Here is what Solomon saw coming 
in 1959: 

e Consumer spending will rise 
smartly. Consumer outlays are felt most 
tangibly in housing—and though the 
rise in mortgage rates will bring housing 
starts down a bit from their present 


seasonally adjusted annual rate of 1.3- 
million, for the full year more houses 
will be started in 1959 than in 1958. 

¢ With consumers in a better debt 
position than they were a year ago, 
spending on consumer durable goods 
will rise by about $6-billion. Half of 
this will be financed by net credit ex 
tensions. 
¢ What Will Do It—As Solomon saw 
it, consumption is certain to show some 


rise in 1959—just in response to the 
increasing level of income resulting 
from (1) the rise in government spend- 


ing (federal, state, and local spending 
on goods and services should be up to 
$99-billion in 1959 as against $92- 
billion in 1958, he estimated); and (2) 
the swing to inventory building by busi- 
ness (a switch from $6-billion liquida- 
tion in 1958 to $3-billion inventory 
building in 1959 will give the economy 
a $9-billion kick) 

But the big extra push would have to 
come from consumers shelling out a 
bigger slice of income than thev have 
been spending. Solomon thought this 
would happen. “One objective clue,” 
he pointed out, “is the trend of real per 
capita consumption.” This was lower in 
1958 than in 1956. If the consumer 
exerts his purchasing power to regain 
past living standards or to get some im- 
provement in those standards—“‘and this 
generally takes place during an upswing 
in employment,” Solomon noted—the 
economy “will witness a rapid growth 
in sales.” 
¢ Implication—Solomon saw some fur- 
ther implications in this 1959 forecast: 





GABRIEL HAUGE, who left White House 
staff for Manufacturers Trust Co., defended 
Administration’s no tax-cut decision. 
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¢ Long-term interest rates will rise 
above the levels reached during the 
1957 boom. 

¢ The Federal Reserve index of in- 
dustrial production will average about 
147. 

¢ The conflict between the twin 
goals of maximum employment and 
price stability will reach a new peak of 
intensity. 
¢ Too Many Bears—Geoffrey Moore, 
of the National Bureau of Economic 
Research, in a close statistical analysis 
of the events of 1957-58 in relation to 
past recessions and recoveries, also 
found that the economy was expervienc- 
ing a normal pickup—one that showed 
all the signs of carrying output back to 
the full employment level. So he 
warned his colleagues to avoid the 
biases “we are all heir to”—that is, the 
“bear” biases that are almost an occupa- 
tional disease among professional econ- 
omists. 


GEOFFREY MOORE of National Bureau 
of Economic Research, warned colleagues 
about their built-in “bear’’ biases. 


Moore thought that awareness of the 
“normal” patterns of recession and re- 
covery throughout U.S. economic his- 
tory would help to correct this bias. He 
recalled that many forecasts of the 
1954-55 recovery fell far below the 
range of previous experience, and noted 
a similar conservative tendency in fore- 
casts about the current recovery. 

But his colleagues remained conserva- 
tive. Most agreed that the recovery 
would carry on through the first half of 
1959, largely on the strength of inven- 
tory change and government spending 
boosts. But many still felt that the 
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critical period would come later in the 
vear—that the crucial question was 
whether the recovery in the first half 
would be powerful enough to resurrect 
capital spending. This would be re- 
quired, they argued, to carry the 
economy into higher ground. 


ll. To Cut or Not to Cut 


I'he convention paid tribute to Pres. 
Eisenhower's two principal economic 
advisers during the earlier years of his 
Administration, Arthur F. Burns and 
Gabriel Hauge. Burns, former head of 
the Council of Economic Advisers—who 
returned to his professorship at Colum- 
bia and to the post of president of the 
National Bureau of Economic Research 

-was elected president of the American 
Economic Assn. for 1959. 

Hauge, who left his post as Pres. 
Eisenhower's special ecouomic adviser 
this fall to become chairman of the 
finance committee of the Manufactur- 
ers Trust Co. in New York, delivered 
one of the convention's principal ad- 
dresses. He called the speech “Some 
Reflections on a Tour of Duty in Wash- 
ington,” and used it in part to defend 
the Administration’s decision not to call 
for a tax cut as an anti-recession device. 

By implication, he took sharp issue 

with his friend, Arthur Burns, who had 
given strong support early in the reces- 
sion to an anti-recession tax cut—and 
had reiterated that stand in recession 
post-mortem (BW —Nov.29'58,p32). 
e Economists vs. Administration— 
Hauge recalled that as late as May most 
professional economists had favored a 
tax cut as an anti-recession measure. He 
recalled a letter “from a distinguished 
and conscientious fiscal expert at one of 
our great universities stating that, if the 
Administration did not endorse a 
temporary tax cut, such a failure would 
be thought of a generation hence in the 
same category as Pres. Hoover's failure 
to take the advice of a thousand econo- 
mists to veto the Smoot-Hawley tariff 
legislation in 1930.” 

Hauge said history might prove his 
correspondent right—‘‘but I doubt it.” 

Hauge’s defense of the Administra- 
tion’s judgment was this: 

¢ First, it was never a question of 
choosing between a general anti-reces- 
sion tax cut and additional spending. 
Practically all of the $5.2-billion spend- 
ing increase would have gone through, 
tax cut or not. 

e Second, the Administration 
wouldn’t have been able to get the kind 
of tax cut it wanted—and it was, in fact, 
hard to see what kind of tax cut should 
be made. 

¢ Third, professional economic 
opinion was split on whether the tax 
cut should be permanent or temporary. 

e Finally, the tax cut was ruled 
out because of concern about “future 








inflationary pressures growing out of a 
deficit enlarged by both some expendi 
ture increase and some tax reduction 
¢ Mixed Reaction—Hauge’s 
drew a mixed reaction. One economist 
leaving the room, said, “We've been t 
church this morning,” another thought 
it was “too early still to sav whether w 
shouldn’t have had a tax cut—we’ll fine 
out when we see how well this recov 

is sustained.” Arthur Burns, asked fo 
comment, said only that he thought 
Hauge’s speech was “‘very nice.”” Man 
were clearly impressed, however. 

But the abiding question th 
haunted session after session of th« 
convention was whether the brand 
conservative “low pressure’ econom! 
policies the Administration has follow 
is adequate to ensure the econom 
growth the nation may require. 

The strength of this. recovery will 
provide only part of the answer. I! 
other part will come when and if pri 
begin to move up sharply again, and th 
Administration once more confronts t! 
question of whether to fight inflati 
with monetary measures that may art 
economic growth. This is the cardina 
policy issue on which economists 
still breaking their picks. 


speech 


Ill. Looking Overseas 


The foreign sessions weren't lack 
in solid papers from well-known specia 
ists, or in good audiences for that mat 
ter. Taken by themselves, th 
sessions threw considerable new light 
on the fields of Soviet economics, th¢ 
U.S. balance of pavments, and tl! 
processes of economic development 
even if they didn’t succeed in integrat 
ing these fields with each other or with 
domestic economic trends. 

e Russian Shadow—On the basis « 





WILLARD L. THORP of Amherst, led 
session on role of U.S. foreign aid in a 
world of competitive coexistence. 
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Because Western Rubber makes rings to meet your 
specifications—either commercial grade rings for spacers or a highly 
technical ring for a seal— Western can make it as you require. 
Western Cord Rings are of one piece construction—not spliced—made in 
a great variety of sizes, from a wide range of materials. Western 
Rubber has been making round section rings for over 50 years 
—we will be glad to suggest their many uses to you at any time. 
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Trade Barriers? - 


Japan’s largest commercial bank, The Fuji Bank Ltd., 
with its wide range of services, can help you remove 
barriers to trade and commerce throughout the Far East. 


Our New York office is at 42 Broadway—in London, 
Finsbury Circus—where a vast knowledge of the Far 
East and a warm welcome await you. Domo arigato 
gozaimasu. 


trae FUJI BANK ro. 


Founded in 1880 
Head Office: Chiyoda-ku, Tokyo Overseas Offices : 
187 Branches throughout Japan New York e London « Calcutta 
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JOSEPH BERLINER, of Syracuse, saw 
U. S.-Soviet competition as a political strug- 
gle, waged with new economic weapons. 


fresh statistical analysis or reappraisal 
of existing factual data, these points 
were made in the session on Soviet 
Economic Trends and Prospects pre- 
sided over by Abram Bergson of Har- 
vard—which had the top spot on the 
entire AEA program: 

¢ The steam behind Russia’s rapid 
industrial growth today is provided 
largely by improvements in technology 
and industrial organization. These im- 
provements offset the drag that results 
from the inability to transfer so much 
manpower from the farms as formerly, 
and the decreasing effectiveness of 
capital investment. This was the bur- 
den of a paper by Francis Seton of 
Oxford University. 

¢ On balance, said the Dept. of 
Agriculture’s Lazar Volin, Soviet agri- 
culture isn’t doing too well under 
Nikita Khrushchev. The Soviet leader 
launched his virgin land scheme only 
because he could not increase yields on 
better land; and he still must increase 
these yields substantially—an almost im- 
possible task—if he is to meet the high 
agricultural targets of the new Seven- 
Year Plan. 

¢ Soviet economic competition in 
the underdeveloped areas is politically 
motivated. It has marginal economic 
effects, but is a serious political threat 
to the Free World, according to Joseph 
Berliner of Syracuse University. One 
of the West’s biggest handicaps, noted 
Berliner, is that “only one competitor 
(the Soviet Union) is competing.” 
e Matters of Trade—In a session of 
international trade and payments, the 
chairman, Gardner Patterson of Prince- 
ton, had an internationally known 
Latin economist in his stable—Raoul 
Prebisch of the U.N.’s_ Economic 
Commission for Latin America. But 
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Prebisch had a tough time trying to 
convince his panel and his audience of 
the merits of his long-held position 
(backed up by a complex theoretical 
formulation) that tariff protection is 
essential to industrialization of under- 
developed countries, at any rate in 
Latin America. 

For most people at this session, and 
for U.S. businessmen, the really in- 
teresting point was made by a relatively 
young economist, Randall Hinshaw of 
Oberlin College. This was that since 
1949 the U.S. has been running a 
deficit on its balance of payments— 
owing primarily to the rapid increase in 
our imports, especially of mafufactured 
goods. 

The drain of gold (BW—Dec.20 
’58,p26) occasioned over the-past year 
by this deficit has not hurt the U.S., 
argued Hinshaw. But we could be in 
trouble before long, he added, if the 
U.S. price level keeps rising. 





C. TYLER WOOD, of International Co- 
operation Administration, found public mis- 
information about foreign aid “alarming.” 


e Aid and Politics—A highly billed 
session on foreign aid—with Willard 
Thorp of Amherst and the Merrill 
Center in the chair, and led off by 
Tyler Wood of the International Co- 
operation Administration—proved that 
this is a field where political science 
(and diplomacy) is at least as important 
as economics. 

Though none of the panelists 
ignored the economic side of foreign 
aid, the problems they raised were 
mainly political. This went both for 
the handling of foreign aid on the 
U.S. side and for its use abroad. It was 
only when the economists got down to 
the question of what brings economic 
progress in underdeveloped countries 
that they really felt at home and could 
go to bat with the normal lingo of their 
own profession. END 
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America’s New #9 Market 


With $9 billion in retail sales, the Los 
Angeles metropolitan area is now second 
to New York. And how it’s growing: 
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Impressive figures. But statistics are 
only half the story. You also need the 
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pecially in winter, when days here are 
sunny ...and dozens of new sights offer 
you a complete change of scene. 
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Angeles, Pasadena, Pomona, Santa Monica 
Torrance and 182 other communities 


—! 


pe Yous Club Tourist Information Center 
t. 


628 W. 6th Street, Los Angeles 17, Calif 
Please send me free Color Sight-seeing Map 











a eee 
EE 
23 


State 
| PLEASE PRINT NAME AND ADDRESS 








i 


dante re om econ nee an ol 


Economics 49 





In Production 


New Telephone Combines Outside Dial 
With Interoffice Pushbutton System 


Executives who spend half their days on the phone 
will have their lives simplified somewhat by a new Bell 
System pushbutton _ tele- 
phone (picture). The “Call 
Director” has both the 
standard dialing system for 
outside calls and a pushbut- 
ton system for interoffice. 
In addition, special confer- 
ence circuits can be wired 
into the individual units. 
Impromptu conference calls 
can also be set up by push- 
ing the requisite buttons if 
necessary. The new tele- 

hone, to be introduced 
this month, will be available both in an 18 and 30- 
button model. 





‘Copter With Simplified Rotor System 
Will Undersell Current 4-Place Models 


A lower priced four-place helicopter will be flying 
before the end of the year, Pres. Glidden Doman of 
Doman Helicopters, Inc., claims. Still on the drawing 
boards, Doman’s new craft—the Whippet—will carry 
three passengers and a pilot at a top speed of 132 mph. 
Because of its simplified design, the ‘copter will sell for 
about $25,000—less than half the price of current models. 

The critical feature of the Whippet will be its hinge- 
less rotors, a system developed by Doman that is in 
use on the Doman LZ5, a certificated eight-place ‘copter. 
This rotor system, Doman says, reduces weight and 
vibration, allowing the craft to cruise at over 100 mph. 
without encountering the vibration problems that plague 
most helicopters at that speed. The first models of the 
_ Whippet will use Lycoming 360-hp. reciprocating en- 
gines, but the ‘copter could be designed for turbine 
power if a suitably priced engine becomes available. 
First deliveries of Whippets are scheduled for 1961. 


“Telecontrol” Eliminates Paperwork, 


Gives Office a Close-up on Factory 


A new combined data recording and production con- 
trol system should eliminate most of time-sheets and 
work-order type “donkey work” it now takes to run a 
factory. “Telecontrol” allows the production supervisor 
to keep “almost visual” tab of what’s going on right from 
his office. Electromechanical counters flash back each 
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machine’s output to the central control point. Another 
counter, preset at the beginning of each run, tells when 
an order is completed. Panic buttons and alarm lights 
at each station allow the operator to call for help in case 
of trouble. 

Each production station is also equipped with a plug- 
in telephone jack so that the foreman can converse with 
the supervisor directly from the factory floor. This alone 
can save untold steps and time. A special control key 
makes it possible for the foreman to trigger a control 
mechanism in the data recorder to switch an operator's 
pay status from “production” to “down” status if his 
machine is inoperative—all-important if workers are paid 
piecework rates. 

The Telecontrol system is manufactured by Hancock 
Industries, Inc., Jackson, Mich. Companies already using 
the system include John Oster Mfg. Co., and General 
Electric, in its Appliance Park outside Louisville, Ky. 


Flash Evaporation to Convert Sea Water 


To Be Tested In California Pilot Plant 


Flash evaporation for converting sea water to fresh 
water will get a large-scale test in a 100,000-gal.-per-day 
pilot plant at Oxnard, Calif., next summer. Last week, 
Southern California Edison awarded a $100,000 contract 
for the unit to Cleaver Brooks Special Products, Inc., 
Waukesha, Wis., a company that has been working for 
some time on economical water conversion systems 
(BW-—Jan.11’57,p] 32). 

The Cleaver Brooks unit draws heat for evaporating 
the water from steam and recovers it from cooling water. 

That, say company officials, permits use of low cost 
energy and also allows a reduction in the surface area 
of heat exchangers and a reduction in pumping power. 

Flash evaporators, which evaporate water rapidly in 
vacuum chambers at temperatures below 212F are among 
the most promising conversion techniques. A commercial 
unit built by Westinghouse has been supplying Kuwait 
potable water since last year. The Southern California 
Edison plant will be used primarily to study operating 
costs and the problems of scale and corrosion. 


New Products Briefs 


A power-driven pipe taping machine can clean, prime, 
tape, and overwrap small distribution pipe at a rate 
faster than 2,500 ft. of pipe per hour. It’s designed to 
permit gas companies and other pipe users to tape pipe 
with vinyl plastic as needed, to avoid tying up capital 
in mill-coated pipe. Manufacturer: Minnesota Mining 
& Mfg. Co. Cost: about $2,500. 


New ultrasonic welders can join whisker-thin alumi- 
num wires that used to require cementing. Companion 
units include heavy duty spot welders that can join 
4-in. aluminum sheet; a portable unit for welding alu- 
minum truck cab bodies; and continuous seam weld- 
ers of varying sizes. Manufacturer: Aeroprojects, Inc., 


West Chester, Pa. Cost: $2,400 to $32,000. 


BUSINESS WEEK ® Jan. 3, 1959 





cee OE 


tee a cr 








[ir 











In the Markets 


Stock Market Closes Out 1958 


By Soaring to Record Level 


Flush with post-holiday cheer, the stock market ended 
1958 with another round of record highs. The Dow-Jones 
industrial average soared above 580, and the utility 
average also broke into new high ground. Over-all, trad- 
ing volume climbed close to the 4-million share level. 

The new zest in stock prices is marked by two signifi- 
cant factors. One is the growing tendency among insti- 
tutional investors to purchase equities. Thus far, there’s 
been no let-up in their aggressive, though selective, buy- 
ing of high-grade common stocks. This trend alone, 
according to most analysts, makes it inevitable that the 
Dow-Jones average will rise to 600 in early 1959. 

The other is the better dividend news being projected 
by corporations. A number of companies have resumed 
payments cut back during the recession. And some are 
talking of higher payouts next year. 


Equities Blossom in December Sun, 


But Underwriters Sound Warning 


A bumper crop of common stock offerings during De- 
cember, normally the quietest month of the year, led 
some Wall Street observers this week to predict an end 
to the drought in equity financing that has been plaguing 
the market for over a year (BW —Nov.1’58,p83). 

Companies needing capital made little use of the 
equity market during most of 1958, despite the rise in 
stock prices. There was a marked change in December, 
which saw over 50 common stock offerings worth some 
$200-million. This compares with 20 stock offers worth 
about $25-million in December, 1957. 

Some underwriters are worried by this development. 
They point out that most of the companies selling stock 
recently are small, and are doing little to relieve the 
shortage of investment-grade stocks. ‘hese underwriters 
add that the last time there was a wave of equity financ- 
ing by small, untried companies was in 1946—shortly be- 
fore the market had a sharp break. 


Over-the-Counter Deals Get the Brunt 


Of New Transfer Tax on Stocks 


Wall Street is reluctantly falling in line with the new 
federal transfer tax on stocks, in force as of Jan. 1, which 
requires sellers of securities to pay a tax based on the 
actual value of the stock, rather than on its par value. 
The new rate is 4¢ per $100 of market value, with a ceil- 
ing of 8¢ per share on stocks selling above $200. 

Since low-par commons are the most widely traded, 
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the change means a higher tax bill for most traders. For 
example, the old tax on 100 shares of General Motors, 
selling at $49 but with a par value of $1.67 per share, 
was only 12¢. Under the new rule, the tax is $1.96. 
The brunt of the new imposition will fall not on 
investors, but on over-the-counter dealers and stock ex- 
change specialists. These dealers and specialists, unlike 
ordinary brokers, actually own the stocks in which they 
make a market; so they'll have to pay the new levy on 
each sale. One over-the-counter firm estimates its tax bill 
will jump a minimum of 150%. Dealers are expected to 
pass on part of this increase to their customers by widen 
ing the spread between their bid and asked quotations. 


Bond Dealers Have Conflicting Ideas 
On How Treasury Will Raise $2-Billion 


The government bond market was marking time this 
week, waiting to see what the Treasury will do to raise 
the $2-billion in new cash it says it needs this month 
Dealers had differing expectations: 

Robert G. Van Cleave of C. F. Childs & Co. isn't 
sure that the Treasury will tap the long-term market, 
and adds that he doesn’t think the Treasury has made up 
its mind either—despite signs of an impending long-term 
offer. 

Herbert B. Jones of New York Hanseatic Corp. dis 
agrees. He thinks that not only is the Treasury ready 
to offer a long bond but that it already has advance com 
mitments for about $750-million from pension funds and 
other institutions. He thinks that a $1-billion offer, ma 
turing about the year 2,000 and yielding about 43% 
would get “good market acceptance.” 

Girard L. Spencer of Salomon Bros. & Hutzler also 
looks for the Treasury to sell between $750-million and 
$1.25-billion via a long-term bond. He thought “a 4% 
coupon at a discount to yield 4.05% or 4.10% should be 
well received.” 

C. Richard Youngdahl of Aubrey G. Lanston & Co. 
feels that the Treasury will make a mistake if it tries a 
long bond, but adds that it probably will anyway, prob- 
ably a +%, 20-year bond priced at a discount to yicld 
about 4.10% to maturity. 

Arthur W. Schlichting of Bankers Trust Co. thinks 
the Treasury will go for the whole $2-billion it needs, 
but with a combination offer of both a short note and a 
long bond. He thinks that the long-term bonds should 
be made callable in five years, in order to compete more 
effectively with the higher yields available in the cor- 
porate market. 

e e¢ e@ 


More Stock Splits on the Way 


The tradition-shattering 3-for-] split of American ‘Tele 
phone & Telegraph Co.’s common stock (BW—Dec.20 
"58,p25) is likely to set off a rash of stock splits during 
1959. That’s the opinion of Harold Clayton, market 
analyst for Hemphill, Noyes & Co. Clayton names 82 
“candidates” listed on the New York Stock Exchange 
that are likely to split during 1959, and adds that a major- 
ity of these will also raise their dividends. 
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AAAS gazes on bright 


perils, too. In many fields, Russian 
scientists are just as far advanced as the 


a 


sions held by the association’s 279 mem- 
ber organizations. Scientists of every 





Space, Medicine Hold Stage for) S 


S 


horizons, awesome perils. The Americans. In rocketry, the Rand Corp. branch have been swept up by the fast ' 
estimates that within 18 months the running tide of developments in space | 
consensus: The next steps must Soviet Union will have available for in- travel and medicine. Many of them, | 


be the right ones. 


With just about every imaginable 
scientific discipline represented and a 
potpourri of papers scheduled, more 
than 5,000 members of the American 
Assn. for the Advancement of Science 
last week settled down in Washington 
for five days of spirited discussion. 
I! hrough all the smoke and babble of 
the annual meeting, the news poured 
forth—some of it expected, some of it 
puzzling except to the erudite few, and 
some of it sobering in its stark warning. 

\s 1958 melts awav, man—from a 
scientific point of view at least—stands, 
is he alwavs does, at a crossroads. 

In the particular year ahead, he may, 
if he chooses, take his first real step 
into space. Science today has made 
space travel theoretically possible. 

He has—or will soon have—the power 
to destroy life on earth in a single blow. 

He has within his grasp the possi- 
bilitv of ridding mankind of most of 
his physical ills. 
¢ Perils, Too—All this opens up many 
bright vistas, but it opens up a host of 
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stant use somewhere around 300 ICBMs 
-enough fire power to eliminate the 
U.S. Strategic Air Command “in one 
blow.” 

In medicine, science is playing for 
equally high stakes. One school of 
thought holds that there is already 
enough evidence to suggest that almost 
all human body disorders and mental ills 
are rooted in heredity. Dr. Laurence H. 
Snyder, president of the University of 
Hawaii and retiring president of the 
AAAS, says that once the mechanics of 
inheritance are more fully understood, 
doctors should be able to prevent as 
well as cure many diseases that now 
plague mankind. 

The trouble is that time may run out 
if a major research effort is not turned 
soon in this direction. Otherwise, man 
may be so debilitated mentally and 
physically that he will be unable to take 
advantage of his hard-won ability to 
move out of his own world into the 
universe. So, it is long past time for a 
clear reconsideration of medical goals. 
¢ Excitement—The feeling that “now is 
the time to take stock” ran with steady 
unanimity through the hundreds of ses- 





like mere laymen, have only the faintest 
glimmering of the meaning of some of 
the more technical developments in 
these fields. But all have caught the 
fever of excitement that comes with the 


opening of new scientific frontiers. 


|. The Plunge into Space 


Just how far space research has come 
since the AAAS met in Indianapolis a 
year ago was made clear at the sessions 
of the American Astronautical Society. 

Discussions of futuristic designs of 
floating space platforms and lunar orbits 
have yielded precedence to complex 
mathematical equations aimed at clear- 
ing the relatively unspectacular prob- 
lems of radiation in outer space and of 
gravitation. Spirited arguments at this 
vear’s meeting revolved around the 
“best” research approach to particular 
problems. Last year the big question 
was “‘if’” those same problems could be 
solved. 

Even some of the most dedicated 
nuts-and-bolts scientists and engineers, 
however, are so full of optimism over 
the expected marvels that a few ob- 
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Scientists 


servers felt they were having trouble 
gearing their thinking to the actual 
level of research. Said dissenter Rear 
Adm. Rawson Bennett, Chief of Naval 
: Research, “We're trying to develop a 
: high compression engine when we don’t 


: have 100 octane gasoline yet. ‘The na- 
| tion is a little more advanced in space 
| technology than a Model T, but it is 
: still a long way from the 1959 models.” 
j * Worldwide TV—Developments ex- 
pected to emerge from space explora- 
/ tion were presented in an appetizing 
: variety. Dr. Hugh L. Dryden, deputy 
: chief of the National Aeronautics & 
Space Agency, predicted an “‘economi- 
cally sound, reliable worldwide com- 


munications system, including television 
on a worldwide basis.” He said the 
latest Atlas satellite is a forerunner of 
the communications net, but he refused 
to guess when the system would be 
working. 

Dr. ae A. Van Allen, head. of the 
Physics Dept. at the University of Iowa, 
reported the finding of two radiation 
belts that reach their peak intensity 
some 2,400 mi. and 10,000 mi. out 
from the earth. Between the two zones, 
out about 6,000 mi., is a “safe’’ zone 
where man can orbit the earth “with- 
out radiation anxieties,” Van Allen said. 
He predicted that man will be able to 
sidestep the radiation belts by going up 
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through a relatively mild radiation zone 
known to exist over the north and 
south poles. 
e Navigation—Navy scientists said that 
a simple ocean navigation system will 
be developed, using a satellite to de- 
termine surface positions within an 
accuracy of one mi. Thus, a ship’s navi- 
gator would send a signal to the satellite 
and wait for it to be rebroadcast. The 
time delay would show the distance 
from the ship to the satellite. Two 
readings would give the position of the 
ship. The Navy experts said a satellite, 
weighing 30 Ib. to 100 Ib., 2-3 ft. in 
diameter, would do the trick. 
¢ Back to Earth—On the more techni- 
cal side, the experts discussed such 
problems as bringing satellites back to 
earth. Sperry Gyroscope’s Earl J. Me- 
Cartney pointed out that one basic 
problem of reentry was the simple 
matter of letting the space vehicle know 
“which end is up.” The speed of the 
vehicle counteracts the earth’s gravita- 
tional pull, which would ordinarily con- 
vey this information, and leaves a state 
of partial or complete weightlessness. 
One solution, McCartney predicted, 
will be an infra-red optical system that 
in effect would bisect an angle from two 
opposition lines of sight on the earth’s 
horizon from about 200 mi. out in 
space. This would provide a vertical 
line giving the vehicle a reference to 
orient its retro-rockets to return to a 
particular spot on earth. 
e Shifting Position—Space vehicles 
must be able to change speed and posi- 


tion before man can be brought back 
to earth successfully, according to 


Douglas B. Cross, of Martin Co. Cross 
said that reentry would have to start 
at about 300,000 ft., above which there 
is very little aerodynamical effect on a 
space vehicle except drag. 

Return into the atmosphere of a 
manned vehicle will be much more difh- 
cult than a ballistic missile, which falls 
without conitol, Cross said. Man can- 
not stand the conditions of the rela- 
tively steep angles, with high decelera- 
tions and temperatures, that are O.K. 
for a ballistic missile. For man, reentry 
must extend the ballistic missile con- 
cept, combining high velocity with low 
entry angles. 

Cross thinks the most likely method 
is something akin to skipping a stone 
across a pond. For this to work, he 
said, the vehicle would have to be able 
to vary its position by as much as 10 
degrees. 
¢ Lubrication—The problems of lubri- 
cating space vehicles are just as impor- 
tant, if less eye-catching, than reentry. 
According to a team from Airborne 
Instruments Laboratory, a division of 
Cutler-Hammer, Inc., the obvious solu- 
tion would be to seal hermetically all 
motors and moving parts in the vehicle. 
But before this can be done, there are 
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anywhere in the world... 


Natural energy was of no value to man’s progress until he 

learned to control it for his specific needs. More than three quarters 
of a century ago Fisher pioneered the controls which harness 

today’s gases, liquids and steam. 

Could be that’s why engineers think first of Fisher—they'’ve been 
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a whole raft of other problems, with 
many approaches now being explored. 
Among them are: solid lubricants; silver 
plated bearings, the use of hard balls 
and races, such as sapphire or hard 
steel, running dry; finding of an oil or 
grease that won’t evaporate too fast un- 
der extreme conditions. 

Existence of life in space—A field 
hitherto left largely to the writers of 
science fiction—was taken up on a prac- 
tical plane by panelists at a symposium 
sponsored by the Society for Micro- 
biology. The microbiologists say that 
it’s possible—and highly logical on the 
basis of recent space experiments—that 
some form of life does exist on planets 
within our solar system. Tests have 
shown that spores can survive long trips 
high in the atmosphere, where radiation 
is much stronger than on the earth’s sur- 
face. And there is no scientific reason 
to assume that micro-organisms have not 
cross-germinated to produce forms of 
life similar to ours on other planets. 
Man must be prepared to meet such life 
when he ventures into space. 
¢ Radiation—No means exists for pre- 
dicting what heavy doses of radiation 
will do to the harmless organisms that 
exist in man’s normal environment 
either. Radiation might transmute 
some such organism into a form dan- 
gerous to man in a ship in outer space. 
Similarly, we know far too little of 
what prolonged exposure to radiation 
might do to the development of heart 
disorders, cancers, and the like. 


ll. Medical Experiments 


So pressing is the need for medical 
experiment that federal _ legislation 
should be initiated immediately that 
would permit criminals under death 
sentence to sign over their lives to 
science for painless tests, according to 
Dr. Jack Kekorkian, of Pontiac, Mich. 
As things stand, Kekorkian told an 
applauding meeting of the Criminology 
Section, society gains little but retri- 
bution from executing a criminal. With 
judicial euthanasia, both the condemned 
and society would benefit. The living 
body could be used for research—as in 
surgery to learn the workings of the 
mind—a field of research that currently 
is badly hampered by a lack of good ex- 
perimental material. 

The stakes involved in cancer research 
—hanging on the brink of what could be 
major discoveries in both cause and 
cures—need a serious reappraisal in a 
hurry, too. A number of promising 
anti-cancer drugs have been uncovered 
in the past 12 months according to the 
National Cancer Institute’s T. Phillip 
Waalkes. On the basis of all available 
experimental evidence a number of 
them look like the long-sought quick 
and sure means to arrest certain forms 
of malignancy. Human test facilities 
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are simply not available to check on 
the safety of such drugs quickly, how- 


ever. Until and unless the law frees 


the hands of researchers in the field of 
cancer, the quest is sure to be a slow, 
drawn-out process. 

¢ Federal Action—Official recognition 
of the need for federal consideration 
of the problems that science has created 
out of its own work came last week 
when Pres. Eisenhower approved the 
setting up of a Federal Council for 
Science & Technology. Most delegates 
to the AAAS meeting were openly 
skeptical of the supreme usefulness of 
such a council. But they were relieved 
that Eisenhower had acted in time to 
head off a move in Congress to create a 
Dept. of Science. Most AAAS member 
organizations feel that such a depart- 
ment would inevitably become en- 
meshed in politics, thus slowing instead 
of aiding scientific development. 

The President’s Federal Council may 
not immediately achieve its aim of 
pointing up the need for greater 
scientific coordination and more govern- 
ment supported basic research. But the 
feeling was that it should serve an 
almost equally important function—as 
a communication channel bringing 
scientific news to the White House 
and thus making clear what branches 
were in need of support. 


lll. Machine With Logic 


The 1958 Industrial Science Achieve- 
ment Award goes to Westinghouse 
Electric Corp., which produced a ma- 
chine that duplicates the behavior of 
an informed human in controlling com- 
plicated industrial and manufacturing 
processes. 

The Opcon (optimizing control) is 
based on a new concept in control sys- 
tems. It replaces the pre-set, routine 
functions performed by a conventional 
system with a built-in curiosity that en- 
ables the machine to reach a logical 
conclusion through experimentation. 
¢ Operation—Briefly it works like this: 
When some uncontrolled input variable 
upsets a process and lowers its yield, 
Opcon begins to experiment automatic- 
ally—within the limits known to be 
profitable—with the control settings 
that will most quickly bring the yield 
back to a maximum. At each step, the 
machine remembers the action taken, 
and decides whether that step was a 
success or a failure. The next. step is 
based on this decision until the opti- 
mum operating condition is found. 

One Opcon already is hard at work 
testing all capacitors produced at West- 
inghouse’s new Bloomington (Ind.) 
plant. Another has just been installed 
in Dow Chemical Co.’s big dehydro- 
genation pilot plant at Midland, Mich. 
A third will run a distillation column in 
Sun Oil’s refinery at Marcus Hook, Pa. 
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. « « Shrink miles and manpower 
. . « Slash operating costs 

with BUILDERS-PROVIDENCE 
Supervisory Control System 


One man, with a 92-mile-long arm, monitors over 80 remote operations in bringing 
drinking water to thousands of thirsty Texans. This arm, a Builders-Providence 
Synchro-Scan® System, centralizes the control of widespread facilities . . . for eco 
nomical, efficient, single-point supervision. 

The first system of its type to use transistorized, audio-tone, plug-in units, per- 
formance-proved Synchro-Scan gives many industries the means to reduce operat- 
ing costs, cut overhead costs, and make any remote-control operation more efficient. 
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these economies. 

For all industry, B-I-F provides process instrumentation and equipment for posi- 
tive control of materials in motion. All B-I-F products are backed by a nation-wide 

sales and service organization. Request literature on 
Synchro-Scan Supervisory Control Systems. Write 
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| BIE) 1, Rhode Island. 
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In Management 


Prospective Harvard MBA’s Send 


Scouts Out to Recruit Employers 


This year’s ripening crop of masters of business admin- 
istration at Harvard’s Business School is putting a 
reverse twist on personnel recruiting. Instead of wait- 


ing on the campus at Cambridge for the right boss to . 


come along, they are sending student business agents 
into the field to recruit employers. 

One of the business agents. breezed into San Fran- 
cisco over the Christraas holidays with an armload of 
biographies of his classmates and found the welcome 
mat at such places as American Trust Co., Bank of 
\merica, Wells Fargo Bank, Dean Witter & Co., Kern 
County Land Co., and Fibreboard Paper Products Corp. 
Other student agents fanned out through the Southwest 
and Midwest. 

Charles W. Ervin, the San Francisco visitor, explained 
that the B-School campus has been invaded this year 
by some 300 employers, but that most of them were 
large Eastern companies. Among the 525 young men 
who expect to receive MBA degrees in June, 70 indicated 
1 preference for working for smaller companies in Cali- 
fornia. ‘To finance Ervin’s sales tour, they chipped in 
$15 each. The school also contributed. 

During Easter vacation next April, the 70 students 
plan personal visits to the West, following up the leads 
that Ervin has developed. 


Owners of Matson May Liquidate 


Company to Solve Tax Problems 


Complete liquidation of the Matson Navigation Co. 
and the formation of a new corporation to carry on the 
company’s shipping interests this week became a dis- 
tinct possibility. 

Some view the agreed-upon sale of Matson’s four 
. Hawaiian hotels to the Sheraton Corp. of America for 
$18-million as a step in that direction. 

I'he deal apparently is motivated by the tax problems 
of the principal owners of Matson. San Francisco’s 
Roth family holds about 20% of the company. If a 
member should die, it would be necessary to sell stock 
to settle the estate and the family would take a loss. 

Besides hotels, Matson’s assets include four luxury 
liners, 21 freighters, three Victory ships, $32.5-million 
in Honolulu Oil Corp. stock, $10-million in Pacific 
National Life Assurance shares, and $2.1-million in 
Pacific Intermountain Express shares. 

Matson’s problem is how to divest itself of some of 
these assets without stiff income tax penalties for major 
stockholders. Some 42% of Matson stock is held by 
Hawaiian companies, and there had been rumors of 
dissension on the board between Hawaiian and main- 
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land stockholders. But these reports have been denied 
by two of the directors, and the board apparently agrees 
that Matson would be better off sticking to the shipping 
business. 

Partial liquidation of the company would be subject 
to straight income taxes if the profits were distributed 
to stockholders. Full liquidation, if completed within 12 
months, would (1) exempt the corporation from taxes 
if the assets were distributed, and (2) subject stock- 
holders to only capital gains taxes on any profits they 
would receive. 


Proxy Fights Refereed by SEC 
Hit Record Level in 1958 


Last year set a record for the number of proxy fights 
among companies listed on stock exchanges. Angry 
stockholders filed notices with the Securities & Exchange 
Commission for fights in 31 different companies. The 
previous high since the registration began in 1953 was 
22, recorded in both 1954 and 1956. 

Since SEC requires notices to be filed before the 
actual proxy solicitation begins, the total figure included 
some disputes that were settled by compromise. The 
total also includes at least two dissident stockholder 
groups (Walworth Co. and Loew's), which already have 
filed for contests that will come up at 1959 meetings. 

Proxy fights in companies whose stock is traded over 
the counter are not listed with SEC. 


Almost Half of GE’s Employees 
Sign Up for Company Savings Plan 


More than 100,000 General Electric employees, out 
of a total of 250,000, have signed up for the company’s 
new savings and security program offered as a partial 
substitute for wage increases (BW —Sep.6’58,p54). 

Under the plan, employees make a contribution to 
the fund, half of which will be matched by GE up to 
6% of an employee’s pay. The money will then be 
invested either in GE common stock or U.S. savings 
bonds. 

Those who enroll agree to forego 1% of each of two 
scheduled 3.5% pay boosts. A big majority of the 
enrollees so far have decided to take advantage of the 
full GE contribution. 

Both of the company’s major unions oppose the plan 
and have urged members to take full wage boosts instead. 


Bullis Retires From General Mills 


Harry A. Bullis is retiring Jan. 1 as chairman of Gen- 
eral Mills, big Minneapolis food company. He will be 
replaced by Gerald S. Kennedy, 64, executive vice-presi- 
dent. Charles H. Bell remains as president and chief 
executive officer. The company also named three new 
executive vice-presidents. 
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In Labor 


NICB Finds More and More Companies 
Trying to Help the Alcoholic Worker 


Most companies take the position that a man’s drink- 
ing is his own business, but that doesn’t stop the problem 
drinker from giving management a sizable headache. The 
National Industrial Conference Board this week reported 
on the alcoholic worker as a “problem area” in its series 
of Studies in Personnel Policy. 

NICB says problem drinkers miss work twice as often 
as other workers and report late more frequently. They 
have more lost-time accidents, produce less, and make 
more mistakes. 

What are companies doing about alcoholics? More 
managements today recognize that alcoholism is an ill- 
ness, and, therefore, are doing something about treating 
it. NICB says that companies attacking the problem 
constructively find two essentials: Good “climate” and 
an announced policy that the company stands ready to 
help any employee work out his drinking problems. 


Shoe Union Charges Manufacturers 


Shortchange Customers on Quality 


Does the shoe pinch the consumer? The AFL-CIO 
Boot & Shoe Workers Union thinks so and puts the 
blame on the manufacturer. The shoe union charged this 
week that manufacturers are “downgrading their shoes” 
and that consumers as a result “are getting less for their 
money than they expect and deserve.” 

The National Shoe Institute, major spokesman for the 
industry, expressed astonishment at the union’s attack 
and pointed to a union advertisement promoting shoe 
sales which said, “Whatever you do pay for your shoes, 
it is a right and fair price.” 

But the union, in what it termed a “shoe evaluation 
study,” now says manufacturers to remain competitive 
are cutting costs “by using unskilled labor at learners’ 
rates, and inferior materials to make shoddy shoes.” 


Unions, Management Wide Apart 
On Economic Policies for ‘59 


What unions and managements think about the eco- 
nomic outlook for 1959 will color their attitudes at the 
nation’s bargaining tables in forthcoming negotiations. 
A recent survey by the National Planning Assn. of a 
cross-section of leaders from all fields reveals that union 
and management leaders are in general agreement on 
1959’s prospects, but disagree over policies. 

A clear majority of business and labor leaders agree 
that economic activity is likely to continue to gain. A 
sizable minority of both groups, however, believe the 
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rise might slow down. Most businessmen and labor 
leaders also believe that prices will rise in 1959. 

The unions were most pessimistic (69%) about un 
employment, believing it likely to continue as a majol 
problem. Businessmen were decidedly optimistic—/1"% 
thought unemployment would decline. 

Most businessmen (58%) favored no change in pres- 
ent credit and monetary policy, while 76% of the union 
leaders want to see a greater easing of such policies. by) 
a slim majority, businessmen tended to favor no chang¢ 
in present tax levels, agreeing with a minority of labor 
leaders (29%). But 50% of the labor people favored tax 
reduction as did a minority of businessmen (27%). 

Reliance on voluntary restraints to control prices and 
wages was advocated by 66% of businessmen and 36% 
of the labor leaders surveyed. Some measure of govern 
ment responsibility, short of out-and-out price controls, 
was favored by 59% of the labor people and 25% of 
businessmen. Only a bare minority—6% business, 5% 
labor—came out for full price and wage controls. 


Leave-of-Absence Policies 


Vary Widely, Survey Shows 


How a company handles its leave-of-absence policies 
may be an important factor in employee morale, says 
Associated Industries of Cleveland. AIC recently su: 
veyed 24 representative Cleveland companies to learn 
their practices. Here’s what it found: 

A majority of companies count leaves of absence duc 
to illness, accident, or industrial injury as time lost in 
computing vacation eligibility. A total of 13 companies 
grant leaves for civic duties, and 1] others permit em 
ployees to accumulate seniority during such leaves. 

The length of leave allowed varies widely, AIC found. 
Seven companies judge each case on its individual merits; 
four have no limit. In companies that do limit leaves, 
the time allowed varies from 30 days to five years. 


NLRB Resumes Kohler Strike Hearings 
As UAW Pushes “Espionage” Charge 


The cold war between the Kohler Co. and the United 
Auto Workers resumed last week with the reopening of 
National Labor Relations Board hearings on the 54- 
month-old strike—the longest in the nation. 

UAW attorneys demanded that evidence of “anti 
union espionage” be included in the already mountain- 
ous stacks of NLRB trial records. The union referred 
to testimony before the McClellan committee that 
Kohler spent $43,000 for detectives to check on strikers. 

Kohler representatives retaliated that the surveillance 
was legitimate and “our right.” They sought to put in 
the records evidence that the strike is minority-favored, 
a charge denied by the union. 
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Earn more on your money at World Savings. The 
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power for save-by-mail investors. Send for free 
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Good idea. We make not 
just one, or two, but all 
types of steel drive and 
conveying chains plus 
sprockets and  attach- 
ments. If you can use 
versatility and adapt- 
ability in your chain 
supplier, let us work for 
you. 


The Union Chain And 
Manufacturing Company 


»>ANDUSKY, OHIO 
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To The Solution 
of Management 
Men’s Problems 


clues: 


Published: weekly — closes 11 days in 
advance. 


Rate—$10.15 per line ($5.08 per line 
for position wanted ads), minimum 2 
lines. Allow 5 average words as line; 
count 3 words for box number. 
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Patent Information Book without obligation. 
G. Miller, 19, BW-1, Warner Bldg., Wash. D.C. 
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The Truth—Ilf you are a $5,000-to-$20,000 
investor you should have our free folder 
‘“‘What Is A Royalty” for higher monthly in- 
come than is possible elsewhere. Address BW 
Operator, Room 724, Cooper Bldg., Denver 2, 
Colorado. 





Merger Possibilities and companies for sale. 
Our current list available. Established 1868. 
Eisele & King, Libaire, Stout & Co., 50 
Broadway, New York 4, N. Y 
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ments Reduced. Receivable Discounting. 
Re-Discounting and Installment Financing. 
Long-Term Subordinated Note and Debenture 
Financing. New Ventures Financed. Promo- 











tional financing. U.S. & Canada. Sy Field 
Co., 1457 Broadway, New York, N. Y. 
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URW War at Top 


Coup ousts three key 
backers of union president. 
Vice-Pres. Joseph W. Childs 
seen behind the move. 


Before going into the first big labor 
contract talks of 1959, in Akron next 
April, the United Rubber Workers 
must try to restore harmony among 
themselves. The union has been shaken 
by a “palace revolution” that resulted 
in the firing of three high officials by 
the executive board last month. 

The three staff men—organizational 

director Fleet Perrine and district di- 
rectors Joseph B. Emmons and Herbert 
Bennett—are close supporters of the 
URW president, 64-year-old L. S. 
Buckmaster. According to 49-year-old 
Vice-Pres. Joseph W. Childs, their re- 
moval was a distasteful but necessary 
bit of housecleaning. He questioned 
the men’s capabilities. Buckmaster de- 
nied that the executive board had any 
cause for action. 
e Succession at Stake—Until this dis- 
pute erupted, Childs had been consid- 
ered a shoo-in to replace Buckmaster as 
head of the 180,000-member URW in 
1960. The union’s constitution calls for 
mandatory retirement at 65 though an 
elected official may fill out his term, and 
Buckmaster will be 65 next Mar. 30. It 
had even been thought that Buckmaster 
would resign on his 65th birthday and 
leave Childs in charge. 

Now observers aren’t so sure. They 
think Buckmaster may hang on through 
his term to give his backers time to 
build up strength to head off Childs’ 
bid for the presidency in 1960. Indeed, 
many believe Childs made his move 
for fear of just such a political maneuver 
against him. 

Perrine had considerable political 
power, heading the union’s entire field 
staff of seven district directors and 68 
field representatives. He was regarded 
as the key man in Buckmaster’s adminis- 
tration. Emmons and Bennett head dis- 
tricts that include half of the union’s 
400 locals. Emmons’ district alone has 
70,000 members. 

This makes a powerful bloc within 
the union—one that Childs evidently 
felt he had to break up, labor observers 
say, if he planned to succeed Buck- 
master in ofice. Twelve members of the 
15-man executive board were elected 
last September as the “administration 
slate,” but a board member confides: 
“It has been a well-kept secret, but they 
were really Childs’ slate.” 

e Effect on Negotiations—The rubber 
industry is carefully watching the 
union’s internal fight for signs of effect 
on bargaining with rubber's Big Five: 
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Goodyear, Firestone, U.S. Rubber, B. 
F’. Goodrich, and General Tire & Rub- 


-ber. 


Some industry people suggest that the 


union may split not only over the per- 
sonalities of Buckmaster and Childs 
but also over collective bargaining is- 
sues and tactics. 

The URW pooh-poohs the idea that 
any family squabble could have an effect 
on this spring’s bargaining sessions. 

“There will be no division within the 
United Rubber Workers’ ranks when 
we open our talks with the companies,” 
a union official declared. ““The disagree- 
ment has nothing to do with long-term 
union objectives or any negotiations. 
When the time comes, URW will be in 
there as militant as ever.” 

Neutral observers aren’t so sure. 
When an internal union fight gets hot, 
they point out, each side is likely to 
grab the handiest stick to belabor the 
other side. And the handiest weapon 
around will be the way the bargaining 
with employers is conducted. 
© Opposite Personalities—The two top 
leaders could hardly be more different 
in background and temperament. 

Buckmaster is one of the old-timers 
of organized labor. He is in the waning 
generation of union chiefs who, almost 
without exception, have led charmed 
lives throughout political turmoil but 
who now are retiring or dying in office. 

Childs is one of the young contenders 
for power. He has long been a friend 
and supporter of Buckmaster, nominat 
ing him at the last convention (though 
some union sources say he first tried to 
persuade Buckmaster not to run again). 

Buckmaster is slender, quict, soft- 
spoken, and dignified. He avoids poli- 
tics, leans toward a conciliatory policy 
in dealing with management. But he 
has a tough skill in keeping his union 
power. In 1949, a hostile executive 
board ousted him from the presidency, 
but he campaigned vigorously—with 
Childs among his influential backers— 
and was voted back into office at the 
union’s convention the same year. 

Childs is 6 ft. 4 in., 230 Ib., with a 
record of only three losses in 53 pro- 
fessional boxing bouts. He started 
working at General Tire at the age of 
19 and held various posts in the Akron 
URW local from its founding in 1933 
to 1949, including the presidency. He 
also served a term on the Akron City 
Council in the early 1940s. 

In his 10 years at URW headquarters, 
Childs has made a name for himself 
as the Jim Farley of the union—he 
travels from one end of the country to 
the other and calls thousands of mem- 
bers by their first names. 
¢ Hard Bargainer—In his early days as 
a union leader, Childs was regarded as 
a bit radical. He is aggressive, militant 
in his attitude toward management, 
‘ though company spokesmen say they 
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You insure it when you own it 
...why not when you don't? 


When shipment is made—title passes to the purchaser. In 
place of your product there is now an account receivable. 
It is sound to insure while you own the product... 
equally sound to insure when your customer owns the 
product, and owes you for it. American Credit Insurance, 
by protecting accounts receivable, plays a major role in good 
management . . . makes a basic contribution to financial 
security and sales progress. 


SEND FOR BOOKLET on the many ~ 
advantages of modern credit insurance. 
Write AMERICAN CREDIT INDEMNITY 
Company of New York. . . Dept. 42, 
300 St. Paul Place, Baltimore 2, Md. — 





Protect your investment in accounts receivable 


“" American 
Credit Insurance 
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efficiently 
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Nelex Heater Units are literally the heaters of a thousand 
uses. Since Nelson introduced Nelex Heater Units in 1954, 
the only limit to their use has been the user’s imagination. 
They have been used to solve countless industrial heating 
problems. If electricity is available and heat is required, these 
versatile units can be used. 

Most Nelex Heaters are used at present in these two broad 
categories: 


1. Installed on piping to maintain the temperature of 
process fluids and to prevent liquids in the pipes 
from freezing. 


2. Installed in concrete structures or slabs for the pur- 
pose of de-icing and/or snow removal. 


Write for Bulletin 1603. This 
brochure gives you complete 
information and performance 
characteristics of Nelex Heater 
Units. 
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have always found him fair in his deal- 
ings. With tough bargaining ahead, 
some executive board members have ex- 
pressed the thought that the union 
might gain more with Childs strongly 
influencing bargaining strategy than 
with Buckmaster. Others say Childs 
would only stir up trouble for URW; 
they cite steady gains made under Buck 
master in defense of his “mild’’ policies. 

Childs’ attitude toward bargaining is 
clear in one of his recent speeches: “‘No 
employer ever gave us anything, and 
you only get what you're strong enough 
to demand.” 
¢ Nothing Personal—Friends of the two 
leaders say there is no personal bitter- 
ness between them, though this could 
change as the battle for control gets 
more intense. 

The day after it ousted Buckmaster’s 
three supporters in the staff, the execu- 
tive board unanimously approved his 
first choices to fill two of the vacancies, 
though it rejected his other nomince. 

George Burdon, Jr., from the un- 
ion’s Chicago district, will succeed Per- 
tine as organizational director, and Carl 
F. Schwartz will move up from assistant 
director to district director in place of 
Emmons. Both men are considered 
acceptable to both sides. 


Strike Score Last Year 
Was Second Lowto1948 


Holiday travelers who had to cope 
with airline strikes and New Yorkers 
who had missed their newspapers for 19 
davs last month may believe that the 
number of strikes this year pushed the 
tally to a new high. But it isn’t so, ac- 
cording to Labor Secy. James P. Mitch- 
ell. The Secretary estimated this week 
that the number of strikes in 1958 was 
the second lowest of any year since 
World War II. 

Preliminary tabulations, he - said, 
showed 3,440 stoppages during 1958, 
just above the 1948 postwar low of 
3,419. “Strike idleness as measured in 
man-days was about the same in 1951 
and 1954, but lower than any other 
postwar year except 1957,” the Secre- 
tary reported. What kept man-day idle- 
ness up, says Mitchell, was a rise in the 
number of days lost through local walk- 
outs in the auto industry during the last 
three months of the year. 

Contracts were negotiated without 
major strikes or lockouts in many indus- 
tries, including bituminous coal, paper, 
telephone, rubber, West Coast lumber, 
West Coast shipbuilding, West Coast 
longshore, aircraft, and maritime indus- 
tries, according to the Labor Dept. 

The outstanding record in collective 
bargaining during 1958, said Mitchell, 
was a tribute to “the statemanship and 
maturity of labor and management.” gnp 
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The Broadway show season has finally jelled, despite the handicap of 
New York’s newspaper strike. 


As it turns out, the season has held quite a few surprises, including 
some interesting looking shows that failed to click—like Jose Ferrer’s Edwin 
Booth, which folded fast—and others that looked so-so before opening but 
managed to catch fire. 


You'll always get some pros and cons, but currently, five new shows 
probably rate as solid hits, with two in the smash class. Producer David Mer- 
rick has teamed with French star Robert Dhery to turn out a lively, zany, 
musical review called La Plume de Ma Tante. It has no big American names, 
but has people lining up in near-zero weather to get tickets for next April 
(Royale, 242 W. 45; $7.50). 


Running close is J. B., a dramatic surprise that won glowing comments 
from all seven of New York’s leading critics. A modern drama, based on 
the Book of Job, it has a strong cast headed by Raymond Massey. Sold 
through February (ANTA, 245 W. 52; $6.90). 


The three runner-up hits: The Pleasure of His Company, starring Cyril 
Ritchard, Cornelia Otis Skinner, Charlie Ruggles, and Walter Abel, a comedy- 
drama about family affairs, scored after excellent reviews (Longacre, 220 W. 
48; $6.90). The Marriage-Go-Round with Claudette Colbert and Charles 
Boyer blends comedy and sex (Plymouth, 236 W. 45; $6.90). Finally, The 
World of Suzie Wong, featuring a provocative young newcomer, France 
Nuyen, in the role of a prostitute, is clicking happily at the box office despite 
mixed reviews (Broadhurst, 235 W. 44; $6.90). Tickets are tight for all three. 


The list of new second-line hits includes at least one modest letdown— 
Rodgers & Hammerstein’s Flower Drum Song, tabbed earlier as the “big” 
coming event of the season. With an Oriental theme (popular this year), 
the show is acceptable, and doing well at the box office, but isn’t top-drawer 
Rodgers & Hammerstein (St. James, 246 W. 44; $8.05). 


Others in this “good show” class are A Touch of the Poet, which has 
Helen Hayes and Eric Portman playing in a little-known drama by Eugene 
O’Neill (Helen Hayes, 210 W. 46; $7.50); Make A Million, in which Sam 
Levene scores as a comedian despite a weak vehicle (Playhouse, 137 W. 48; 
$6.90); and The Disenchanted, a much-heralded and now controversial play 
about a Scott Fitzgerald-like character, created by Bud Schulberg (Coronet, 
230 W. 49; $6.90). 


Two more shows, both lively, are late openers: A Party with Betty 
Comden and Adolph Green (authors of Bells Are Ringing), a fast review that 
clicked with all seven N. Y. critics (Golden, 252 W. 45; $5.75); and Third 
Best Sport, a light comedy starring Celeste Holm, that amused audiences in 
a 10-city road tour just ended (Ambassador, 215 W. 49; $6.90). 


Go beyond these new offerings, and frankly, you run into some pretty 
lean stage fare. A better idea would be to catch two or three of the hit hold- 
overs from last season, if you haven’t already seen them. 


Looking ahead: Early openings that could click include Rashomon, a 
drama set in Japan (Music Box, 239 W. 45, Jan. 27; $6.90); Requiem for a 
Nun, from William Faulkner’s novel, starring Zachary Scott (Golden, 252 W. 
45, Jan. 28; $6.90); Red Head, a Gwen Verdon musical set in 1910- 
London (46th St., 226 W. 46, Feb. 5; $9.20); First Impressions, a musical 

































PE RSO NAL BUSI N ESS (Continued) 


BUSINESS WEEK version of Pride and Prejudice, with Polly Bergen, Farley Granger, and 

Hermione Gingold (Alvin, 250 W. 52, Mar. 12; $8.35); and Sweet Bird of 
JAN. 3, 1959 Youth, a new Tennessee Williams drama, with Paul Newman and Geraldine 
Page (Martin Beck, 302 W. 45, early March; $6.90). 









Watch for a possible announcement concerning a fourth polio shot. 
At present, the National Foundation regards a fourth shot as optional under 
its program geared to three vaccinations which give a “high degree of 
protection.” There may be a new recommendation, however, after a national 
symposium next week. 


Currently, less than 10% of the vaccinated population has had a fourth 
shot. While still far below the 1956 figure, there were 40% more cases 
of paralytic polio in the U.S. last year than in 1957. 





Car rental facilities exist now on many of the Caribbean islands. Here’s 
what you'll find at several of the leading cruise stops: Barbados—wide 
selection of cars; daily rate from $6 to $8; weekly, from $30 to $40. 
Grenada—minimum rental period, one week with 175-mile minimum mileage 
at 19¢ per mile. Martinique—daily rental from $9 to $11. Jamaica—Kingston 
Ocho Rios, Montego Bay—weekly rental, $45 up ($110 for a Jaguar); daily, 
from $8 to $14. Trinidad—daily rental about $7; weekly rate, about $32. 


On St. Kitts and Tobago, rentals are arranged through private owners 
in a range of $6 to $9. Daily car rentals on Antigua start at $10. 









1958 vintage view: Imported champagne is likely to be good, although 
it is still too early to tell. But the quantity will be below average. 





























As for other “old year” French wines, the picture is shaping up like this: 
Red Bordeaux, better than fair and maybe on a par with the 1950’s; Red 
Burgundy, present prospects are not too good; White Burgundy, great prom- 
ise for this one; Beaujolais, very light-bodied and perhaps below par; 
Chablis, in short supply as vineyard owners managed to get only half of what 
used to be regarded as a normal crop. 
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If you’re determined to sharpen your bridge game this year, a book 
to be published next month may point the way. Fall of the Cards, by Donald 
Parson, should improve your play as well as entertain; with 100 provocative 
hands and unusual literary and historical “solutions” (Little, Brown; $4.95). 
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Potpourri: Pink Heather Alyssum is 1959’s new flower, named the 
flower novelty and medal winner by All-America Selections. It’s the first 
pink variety and blooms almost as soon as it emerges from the soil; par- 
ticularly colorful in early spring . . . General Electric plans to market a new 
photo flash bulb about the size of a jelly bean this year. The bulb probably 
will sell for 10¢; 12¢ for a blue version . . . Visitors to Disneyland (Anaheim, 
Calif.) soon will be able to view underwater scenes from 52-ft. replica sub- 
marines designed to accommodate 40 passengers . . . In London, now you can 
dial ASK 9211 for a rundown of daily attractions such as special parades, 

62 opening nights, sports events, and art exhibits. 
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thanks to automatic 


A spectacular breakthrough . . . as revo- 
lutionary as the invention of movable 
type and the printing press . . . has be- 
come a reality because of the devel- 
opment of the XeroX® Copyflo® 24 
continuous printer. 

This automatic xerographic machine 
...caricatured above by Artzybasheff 
... now provides the full benefits of a 
unitized microfilm system, the modern 
approach to high-quality, low-cost, 
rapid reproduction of engineering 
drawings. 

Original drawings are copied onto 
microfilm, and individual frames 


ee. 


XEROGRAPHY... 
Save up to *500,000 a year, get superior quality, with 
this modern method of reproducing engineering drawings 


mounted in data processing cards. 
From cards inserted into the Copyflo 
printer, positive prints (or offset paper 
masters) emerge dry, ready for imme- 
diate use—a 24x36” print every 10 
seconds! 

Where the reproduction of hundreds 

.. or thousands . . . of different engi- 
neering drawings is needed daily, look 
to automatic xerography and unitized 
microfilm. Write today for Booklet 
X-287 detailing the many advantages. 
Hatow Xerox Inc., 59-1X Haloid 
St., Rochester 3, N. Y. Branch offices 
in principal U.S. and Canadian cities. 


BENEFITS 

@ Quality superior to that of any other typ« 
of engineering drawing reproduction 

@ Substantial savings, up to $500,000 a yea 

@ Storage space reduced up to 95% 

® Nosensitized paper required 


@ Time between request and print 
dramatically shortened 


@ Reduced-size prints make handling easier 
slash material costs, cut postage 


HALOID 
XEROX 
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Appliance Sales: Will They 





Total Sail Vato ton of tei ol lsincd Scaice aI as 
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1950 ‘51 ‘52 ‘53 ‘54 
Oot: Electrical Merchandising. 


1958 

(Units) (In Thousands) 
AIR CONDITIONERS .. 1,550 
DISHWASHERS ........ 400 
D's atawetaenwe 620 
DRIERS, CLOTHES ....... 1,211 
PEE ki naaacvonben 1,100 
FRYPAN-SKILLETS ....... 3,750 
IRONS 

PE ec cceun was 1,100 

OE a os 3,975 

MEE «ots thease 475 
MIXERS 

rates 1,995 

DINE. wae ecawana 770 
RANGES 

NS cosine eR 535 

Pee 800 
REFRIGERATORS ........ 3,050 


VACUUM CLEANERS .... 3,200 
WASHERS 


* Based on average of manufacturers’ estimates. 
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‘55 ‘56 


1959* 


(In Thousands) 


1,566 
443 
661 

1,280 

1,100 

4,500 


1,500 
5,000 
500 


2,500 
1,000 


545 
830 


3,270 
3,330 


2,760 
800 


Change 
1.0 
10.8 
6.6 


| 
: 
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Straining under the weight of a re- 
cession that landed most heavily on 
hardgoods, appliance and radio-I'V 
sales in 1958 sagged below the 1956 
peak for the second year in a row (chart, 
left). Dollar volume dropped 7.5% 
under 1957, and that slide carried it 
11.9% below the record set in 1956, 
according to the annual estimates by 
Electrical Merchandising, a McGraw- 
Hill publication. 

The drop carried ‘just about the 
whole kitchen with it (table, mght). 
Washers, driers, refrigerators, standard 
electric and gas ranges, frypans, food 
mixers—all these joined the clattering 
fall in unit sales. They were accom- 
panied down the chute by unit sales of 
other room appliances, such as air con- 
ditioners and vacuum cleaners. Even 
items that escaped 1957’s downward 
slide—such as radios, shavers, and blend 
ers—suffered losses last vear. 

Yet there were some bright spots in 


.--last year sales slipped—for second straight year 





--- with most 
key appliances 
falling below 
1956 levels 





seat daialateinlitaas 
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-ee but makers 
have big hopes 
for 1959 
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the darkness. Built-in electric ranges 
registered a substantial 28% gain, and 
gas built-ins were up by a smaller per- 
centage. Freezers, food waste disposers, 
and dishwashers also showed gains. 

¢ Betting on 1959—Despite 19558’s 
over-all decline, the perennially hope- 
ful industry is entering the new year 
in a rosy cloud of optimism. Even with 
the drop, some industry observers find 


t 


PRODUCT UNITS — 
SOLD 
{In Thousands) 

AIR CONDITIONERS 

Room seeee eee eerereee 1,828 
CLEANERS, VACUUM 

.. 2 | arr 3,721 
DISHWASHERS 

Motor-Driven ........ 400 
DRIERS, 

Clothes, Total ........ 1,522 

ae eee -— 

ME aiece ots cat@new > -— 
FOOD WASTE DISPOSERS 610 
FREEZERS 

Se us bah ee 8s eee 975 
FRYPAN-SKILLETS ..... 6,100 
IRONS 

I Ba aries eve Sie 2,130 

, a ae 475 

a, a an 5,900 
LAWN MOWERS 

og SRE TERRE CRETE 3,200 


y Change Direction This Year? 


yearend solace in the fact that 1958 
was their fourth best year—topped only 
by 1955, 1956, and 1957. 

And, getting up their new year spirits, 
they point confidently to the upturn 
that got under way during the last four 
or five months of 1958 (BW-—Sep.13 
’58,p49). Three months ago, manu- 
tacturers began reporting that sales of 
a broad cross-section of appliances—even 


PHONOGRAPHS & RECORD PLAYERS 


Single Players ....... 3,338 
Combination Units .... 526 
Record PlayerAttachments 312 


RADIO 
Home Radios ........ 3,501 
Portable Radios ...... 3,113 
Cigee Wades . 5.2... 2,311 
RANGES 
IS ie os ag bog eae 1,585 
OS Aa 1,200 
he cha 2 nies 385 
RANGES, GAS* 
et ae 2,176 
Ms Sid oiciacs 2,012 
PE tan i os clare 164 
REFRIGERATORS...... 3,700 
SII Ss + 46 8S Cee 6,600 


TELEVISION, BaW..... 7,387 
WASHING MACHINES 


PE cca ccs 3,314 
Non-automatic ....... 1,228 
Washer-Drier 

Combinations ...... 103 


“Data from Gas Appliance Mfg. Assn. 
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UNITS VALUE ' UNITS 
SOLD (Millions of SOLD 
{in Thousands) Dollars) (In Thousands) 
1,586 $491.7 _ 1,550 
3,190 269.1 3,200 
390 104.3 400 
1,294 295.9 1,211 
894, 194.0 826 
400 102.0 385 
550 49.5 620 
925 346.9 1,100 
5,200 98.5 3,750 
1,650 16.4 1,100 
550 4.4 475 
5,425 92.0 3,975 
3,300 278.9 3,452 
3,717 334.6 3,300 
1,048 283.0 750 
213 8.5 100 
4,151 103.8 3,800 
3,265 137.1 3,100 
2,516 85.5 2,100 
1,365 361.7 
940 239.7 
425 122.0 
1,975 
1,775 
200 
3,350 1.1 
6,650 132.7 
6,399 1,216.0 
2,814 787.9 
977 151.4 
179 91.4 





refrigerators and ranges—were starting 
to climb. The industry thinks 1959 
will sustain that buying spurt. 

Besides that, the industry takes heart 
from the prospect that housing starts 
running at about a 1.3-million rate at 
the end of 1958, should hold to that 
level at least for a few months. 

Emboldened by these developments 
the industry is betting on 1959 to halt 


% Change 57-58 





aca ee 
Dollars) UNITS VALUE 
$472.8 —2.3 —J 
283.5 —0.3 3. 
110.0 2.6 3 
273.8 —6.4 a 7 
177.6 —7.6 —8 
96.3 . —3.7 _ 5 Cc 
55.8 12.7 12.7 
385.0 18.9 ; 
71.1 27.8 —27 
11.0 —33.3 a» $3.3 
3.8 —13.6 —13.6 
Le — 26.7 —22.4 
291.7 4.6 4.6 
—11.2 —1.4 
— 28.4 — 16.5 
40 —53.1 — 53.1 
95.0 —8.5 —8.5 
1 —5.1 1.7 
| a —16.5 
154.6 —2.2 ats 
14,9 —14.9 
25.9 23.7 
—6.9 
—9.0 
11.5 
—9,.2 —=9,2 
—3.8 —5.9 
—17.2 -— 10.6 
—2.5 —2.5 
—3.0 —3.0 
—8.5 —13.0 
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TAKE THE 
GUESSWORK OUT OF 
MOTOR SELECTION 


Don't trust to luck when select- 
ing a drive for your machinery. 
Be sure! A Sterling Application 
Engineer will help you select a 
Sterling Electric Power Drive 
System that produces startling 
increases in machine perfor- 
mance at lower operating costs. 


INQUIRE TODAY 





ELECTRIC MOTORS 
Plants 

LOS ANGELES 22 + CINCINNATI 12 

Offices and Stocks in Principal Cities 








Speed-Trol Constant Nofmal 
Variable Speed Drives Speed Motors 

Slo-Speed Multi-Mount 

Gear Motors Speed Reducers 
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the two-year decline, and even to rte- 
cover some lost ground. Many industry 
sources predict that appliance sales will 
show a 1959 gain of 5% to 10% over 
1958's $7.4-billion volume, and _possi- 
bly climb back to 1957’s $8-billion 
level. 

¢ Rundown—But, of course, no one ex- 
pects products and companies to share 
this gain equally. Here’s the way the 
1959 prospects look in various quarters. 

Electrical Merchandising’s own list 
of predictions, based on manufacturers’ 
informed guesses, reflects considerable 
optimism (table, page 64). Makers see 
only two of 23 products failing to gain 
in 1959, and one of these—freezers— 
they guess will hold its own. A vear 
ago, the manufacturers chalked up a 
spotty record with their guesses for 
1958. Their hopes outran the facts for 
automatic washers, refrigerators, air con- 
ditioners, and clothes driers. But they 
under-guessed sales of dishwashers, 
freezers, and built-in ranges 

Pres. Judson S. Sayre of Borg-War- 
ner Corp.’s Norge Div. sees a 5% gain 
for durables in 1959, with automatic 
washers leading the pack, followed by 
clothes driers and refrigerators. Gains 
of such groups, as he sees it, will com- 
pensate for declines in ranges and non- 
automatic washers. A vear ago Savre 
predicted a slight dip for 1958. 

Other industry spokesmen tend to 
bear out hopes for a bigger 1959. John 
A. Hurley, sales vice-president for 
Whirlpool Corp., predicts an over-all 
7% to 9% gain. He notes that heavy 
inventory backlogs of a year ago have 
been worked down—at the end of Octo- 
ber, for example, factory inventories 
were 60% under 1957—and savs, “We 
go into 1959 with a clean slate.” Gen- 
eral Motors Vice-Pres. H. F. Lehman, 
general manager of Frigidaire Div., 
looks for appliance industry sales gains 
of 7% to 10% over 1958. American 
Motors’ Bernard A. Chapman, execu- 
tive vice-president for Kelvinator, 
chimes in with a forecast of 6% to 8% 
jump in unit sales. 

The Gas Appliance Manufacturers 
Assn. looks for some gains in its field, 
sees gas refrigerators likely to become 
a factor in the 1959 market. Whirlpool 
bought Servel, Inc., last year, and will 
put a gas refrigerator on the market. 
Norge Div. is making similar plans. 
Whirlpool’s chairman, Elisha Gray II, 
expects sales of gas refrigerators—which 
never have topped their 1948 peak of 
400,000 units—to hit 1-million units a 
year in five years. 

Rough Road—Despite these favorable 
forecasts, the industry knows that the 
problems besetting it during the past 
few years have not suddenly vanished. 

One is the chaotic price situation, 
with price cutting and distress selling 
rampant. Some believe this confuses 
the customer and keeps him out of the 


market. Norge’s Savre warns that “in- 
temperate overproduction” this year 
could neutralize the upturn. He wants 
a return to stressing value rather than 
“idiotic” emphasis on price. 

Then there’s the consumer's tend- 
ency during the past few years to spend 
a decreasing percentage of disposable 
income on hardgoods. But the feeling 
in some quarters is that this may change 
with rising income. Kelvinator’s Chap- 
man sees appliances getting a shade 
more of disposable income this vear— 
1.28% against 1958’s 1.14%. 

Perhaps even more fundamental is 
the question of family needs. More of 
the income of postwar families is be- 
ginning to go into the services required 
to support growing children. And with 
postwar appliance needs now pretty 
much satisfied, the market is becoming 
increasingly one of replacement. Long 
range, the potential is great, but the 
really sizable increases may have to wait 
until the postwar baby boom begins to 
make itself felt in the mid-1960s. 
¢ Lowered Sights—This partly explains 
why Hotpoint Co.’s 10-year market 
forecast, widely used by retailers, has 
pulled in its horns a bit. Hotpoint sees 
tremendous growth over the 10 vears, 
at a rate of about 6.5% a vear. 

But in its forecast for practically ev- 
ery appliance for this year—as well as for 
1963 and 1966—it has lowered the pre- 
dictions it made two or three vears ago. 
In 1956, for example, Hotpoint fore- 
cast 4.l-million refrigerators for 1959; 
now it savs 3.3-million. The same goes, 
both for 1959 and the 10-year period, 
for air conditioners, dishwashers, driers, 
standard ranges, and other items 





MARKETING BRIEFS 





Two leading rayon producers last week 
raised prices of Trex viscose tire yarn 
and cord (BW —Nov.22’58,p55) 2¢ to 
3¢ per lb.—about a 4% increase. Amer- 
ican Enka Corp. and American Viscose 
Corp. led the way, with other rayon 
producers likely to follow 
- 
Super Market Institute has hired Ray- 
mond Loewy Corp., industrial design 
and consulting firm, to make a year- 
long study of supermarket operations. 
Henry J. Eavey, SMI president, says 
supermarkets “have tended to take on a 
look of sameness, so that convenience 
of location rather than merchandising 
distinctiveness has . . . become the cus- 
tomer’s primary reason for trading in 
one rather than another.” 
7 

Top advertisers in spot radio, a medium 
that’s growing at a healthy rate, were 
led by General Motors Corp. and Ford 
Motor Co. GM _ spent $5.4-million, 
Ford $5-million. 
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Changing 
Address 
? 


® If you are planning to move, please 
be sure to let our Circulation Depart- 
ment know about it—and as far in ad- 
vance as possible. 


© It takes time fo correct the stencil 
addressing plate and to make the cor- 
rection on all our records. So your 
prompt notification will help us make 
sure you do not miss copies of BUSI- 
NESS WEEK. 


® Be sure to give us your OLD address 
as well as your NEW address. We need 
them both to make the correction—also 
confirmation of your present company 
connection and position or title. 


® Mail in the coupon if you plan to 
move. And please fill it in as com- 
pletely as possible. 


THANK YOU! 





Fulfillment Manager 
BUSINESS WEEK 
330 West 42d St. 
New York 36, N. Y. 


Change of Address Notice 
(PLEASE PRINT) 
On or About 








My NEW address will be... 


Street 





City Zone 





State 





Title 





c 








Type of Business 





My OLD address was.... 


Street 








City Zone 


State 








Name Here 
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THE TREND 








What Europe's New Strength Means 


Last week’s move by 10 West European nations to 
make their currencies more freely convertible into 
dollars (page 17) represents a real achievement in 
the long, slow process of rebuilding a sturdy world 
economy out of the wreckage left by World War II. 
From the very beginning, one of the main aims of 
U.S. policy has been to strengthen the nations of 
the free world to the point where they could dis- 
pense with artificial currency restrictions. Again 
and again in the past, tentative steps toward this 
goal produced only disappointment and frustration. 
And so it is all the more gratifying that West Europe 
can now establish a high degree of convertibility 
with every prospect of being able to maintain it. 
Even the accompanying devaluation of the franc is 
reassuring rather than alarming, because it indicates 
that the French at last are prepared to deal realisti- 
cally with their problems and to make a heroic effort 
to overcome their economic weaknesses. 

The convertibility announcement throws some 
new light on the rapidly mounting controversy over 
the depletion of the U.S. gold stock in the past year. 
During 1958, the U.S. gold reserve dropped by $2- 
billion—the biggest drain ever experienced in a 12- 
month period. This loss has produced a good deal of 
uneasiness in financial circles, and widespread pre- 
dictions of trouble to come. But the fact is that the 
same conditions that produced the gold drain made 
it possible for West Europe to make its currencies 
convertible. It is the relative strengthening of the 
rebuilt European economies rather than the weaken- 
ing of the U.S. that has brought world trade into a 
rough sort of balance. 

Nevertheless, the move toward convertibility is 
bound to stir up more alarm about the future of the 
dollar and to produce a new outburst of dire fore- 
casts. And there will be at least this much truth at 
the root of such forebodings: From here on, the 
dollar’s advantage over all other currencies will be 
less overwhelming. In the past, the U.S. had to do 
everything in its power to strengthen the currencies 
of the free world vis a vis the dollar. In the future, 
it may have to take steps to strengthen the dollar vis 
a vis other currencies. 

To appreciate this fact is only common sense. But 
to go beyond it, as many of the gold bugs do, and 
argue that the U.S. must now throw up currency 
restrictions of its own or heighten its tariff walls 
is sheer insanity. We must never lose sight of the 
fact that the present balance of payments was 
achieved only because the U.S. has increased its 
imports and has been giving aid to its allies and to 
the underdeveloped countries of the world on a 
massive scale. It would be easy enough to stop a 
drain on gold just by stopping that aid. But the 
price we would pay for so drastic a solution would 
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be to throw the world back into the economic chaos 
of the immediate postwar period. 

It is equally nonsensical to talk of devaluing the 
dollar through a rise in the price of gold. This 
would make sense only if the U.S. faced a real 
exchange crisis and could not pay what it owed the 
rest of the world. The fact is that the dollar is still 
the most desired currency there is. The U.S. still 
has over 50% of the free world’s gold supply, and 
while last year’s drain could not continue indefi- 
nitely without causing trouble, it certainly is not 
big enough by itself to justify any drastic moves. 

There is no doubt that we are moving into a new 
sort of world in our economic relations. Many of 
our old policies may prove outdated in such a world, 
and we will have to discard them. But we should 
never forget that in general this world of freer 
trade and fewer restrictions is exactly what we have 
been trying to build. 


Our Stake Overseas 


One of the characteristics of this new world that 
we have entered is the tremendous investment that 
U.S. business is making in facilities abroad. At- 
tracted by the prospects of tapping new markets 
or new sources of raw materials, American com- 
panies have been making ever greater investments 
outside the borders of the U.S. Lately this migra- 
tion of business overseas has greatly accelerated 
(page 28) and there is every reason to think that 
it will continue to grow in the future. 

Total U.S. investment in overseas operations 
now stands at about $28-billion (book value). From 
these operations come sales (and profits) for U.S. 
industry that easily surpass—and soon may double— 
those derived from exports from this country. 

This investment is one of the main things that 
has strengthened the West European economies to 
the point where they can dare to make their 
currencies convertible with the dollar. And con- 
vertibility, in turn, will encourage further invest- 
ment by smoothing the way for a freer flow of 
private capital and an easier return of profits. 

In all this, there is something reminiscent of the 
migration of British capital in the second half of 
the 19th Century. The outflow of British capital 
took the form largely of portfolio investment, 
whereas private U.S. capital is going mainly into 
direct investment. But the forces at work are similar. 

Without any doubt, this rise of U.S. investment 
overseas is one of the most potent challenges that 
international Communism faces today. In a real 
sense, it is one of the most effective weapons that 
the U.S. has available to counter the economic war- 
fare that the Soviets are waging. 
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THE BRUNSWICK-BALKE-COLLENDER COMPANY, leading ma 
facturer of bowling equipment, doubles the life of its Red Cri 
Dura-King Pins with the help of a product of Shell Reseai 


No chips off this old block 


ACING UP to 20 million bowlers is no 
EF cinch for the poor pins. Battered 
and bounced by the balls, handled and 
rehandled by automatic pinsetters, few 
bowling pins could survive the 1000- 
game mark, until a new type of resin 
coating got into action. 

To apply this new coating efficiently, 
Brunswick needed an exceptionally 
powerful solvent. They found it in a 
special Shell product, which has great 
solvency for resin solids. 


As a result, Brunswick-Balke-Collender’s 
Dura-King bowling pins now last for 
2000 games or more. They do not chip 
or scratch easily. They stay clean and 
bright longer—offer bowlers a better 
target. . 

7 7 ry 
Developing high-purity solvents for 
better finishes is just one example of 
Shell Research. You benefit by this re- 
search whenever you say “Fill ‘er up” 
at your neighborhood Shell Station. 


Leaders in Industry rely on Shel! Industrial Products ‘SH ELL 
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88 WALL STREET, Tentina Building 


Aye Ree Meme RET COLEMAN A OO 
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perchance amen: race aka 
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POSTER AND CLIPPER SHIP MODEL COURTESY OF 
MARINE HISTORICAL ASSOCIATION, MYSTIC, CONN, 


CONVAIR JET-LINERS ie 
MASTERPIECES OF 


Just as craftsmanship a century ago made American 
Clipper Ships masters of that era’s transportation; so today Convair’s traditional craftsmanship is 
creating masterpieces for travelers in the new jet age. Designed with precision and built to perfection in every 
detail, Convair’s 880 and 600 Jet-Liners will be the world’s fastest and most luxurious passenger planes! 


A DIVISION OF GENERAL DYNAMICS CORPORATION 


First to offer Convair 880 or 600 Jet-Liner service will be TWA, DELTA, TRANSCONTINENTAL (Argentina), REAL-AEROVIAS (Brazil), S.A.S., SWISSAIR, AMERICAN 
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